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... the overseas representatives of your company 
would appreciate your remembering them with a 
subscription to World Report. It is one magazine 
which is read with equal interest in New York, 
Cairo, Brussels, and Rio because it has a world- 
wide point of view, rather than the point of view 
of any single nation. World Report is objective 
reporting at its best. 

World Report is made-to-order for the business 
man abroad because it is devoted exclusively to 
the subject which interests him most: What's going 
on in the postwar world-at-large. You yourself 
know what an asset it can be to anyone in this 
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Wherever they hang their hats... 


country who buys or sells in other countries, so 
you can appreciate World Report’s value to those 
who do business ‘‘on the spot’ in foreign lands. 

If you haven‘t yet entered subscriptions for 
your business representatives abroad, this is a 
good time to start sharing the advantage you 
now have as a regular reader of World Report. 

The regular subscription rate of World Report 
is $4 a year and on most overseas subscriptions 
there’s an extra charge of $1 for postage. But to 
simplify ordering, we'll make a flat rate of $4 
each on any list of five or more subscriptions, to 
go anywhere in the world. 
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Oil production in the Netherlands East 
Indies is expected to shoot up soon. The 
Dutch now control virtually all the oil 
areas in the islands. The Standard- 
Vacuum Oil Co., a U.S. firm, plans to 
have its refinery on Sumatra in operation 
next month. Royal Dutch Shell, a British- 
Dutch concern, intends to resume refin- 
ing later this year. Their combined out- 
put is expected to total 100,000 barrels 
a day at the start. 


oo 9 


Japanese scientists report discovery of 
a big oil field on Hokkaido Island. They 
say it is 30 miles wide and the msi im- 
portant ever found in the home islands. 
Two test wells are to be drilled soon. 
Japan’s oil production is insignificant 
now. 


oo 90 


The Chinese Government is requiring 
its citizens and corporations to declare 
all assets they hold abroad. Those failing 
to do so will be subject to imprisonment 
up to five years and confiscation of their 
overseas assets. 


The 40-hour week is spreading in Aus- 
tralia. An arbitration court has granted 
members of 53 unions the shorter week 
starting next January. About 900,000 
workers will be affected by this deci- 
sion. Their previous work week was 
44 hours. The Government of New South 
Wales ordered the 40-hour week earlier 
this year. The Queensland Govern- 
ment is preparing to do the same be- 
fore the first of next year. 
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Canada is to open four more consu- 
lates in the U.S. before next spring. One 
is to be in Chicago and another in San 
Francisco. Sites for the other two will be 
chosen later. Only one Canadian con- 
sulate now exists in the U.S. That is in 
New York. 


oo 90 


A freight-carrying airplane with a de- 
tachable hold has been built in Great 
Britain. Wheels can be fitted to the hold 
on the ground so that it can be used as 
a trailer. 
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Production of freight cars in Poland 
now is averaging 834 a month. This is 
nearly 3% times the monthly average in 
1946 and 17 times the average before 
the war. State railway workshops during 
June made 21 locomotives, 1,000 coal 
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cars and 7 passenger coaches. A repair 
plant in former German territory has 
overhauled 1,000 locomotives and 30,000 
freight cars since the war ended. 
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Tractor production is to start in Aus- 
tria this autumn. A 27-horsepower model 
especially suited for hilly land is to be 
turned out at Steyr. The number made 
will depend upon the supplies of steel, 
coal and rubber available. 


oo 9 


The Danube River may be closed to 
shipping this year even before the winter 
freeze. The water has fallen to a danger- 
ously low level because of drought. 
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The People’s Car, developed in Ger- 
many during Hitler’s regime, now is to 
be exported. The U.S. and British mili- 
tary governments have authorized sales 
abroad to help pay for imports. First 
shipments will go to Scandinavia, Hol- 
land and Belgium. The auto has a 10- 
horsepower engine, which is placed in 
the rear. It will sell abroad for about 
$720. 


oo 9 


Britain set a new record in automobile 
exports in July. Machines shipped totaled 
13,800, 60 per cent more than in any 
prewar month. 
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Czechoslovakia is pushing hard to 
overcome the shortage of man power. 
More than 30,000 farm hands and other 
workers are to be imported from Ro- 
mania, Bulgaria and Italy. About 10,000 
already have come in. Mechanical coal 
shovels, made by the Skoda works, are 
counted on to free thousands of miners 
for other jobs. The shovels, serviced by 
two men, can handle 1,500 tons of coal 
a day. 
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China has received about 470,000 
short tons of American war surplus goods. 
The material was bought from stores on 
Pacific islands. Shipments in July and 
August included motor vehicles and ma- 
chinery for heavy industry. 
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Farm income in Canada during the 
first half of 1947 totaled $753,900,000. 
This was 17 per cent above the income 
during the same period a year ago and 
near the record set during the first half 
of 1944. 








from the smallest up to 14” thick, from 
flat or coiled strips of metal up to 30” 
wide, and even wider, on a highly stand- 
ardized Yoder Cold-Roll-Forming Ma- 
chine. Any good mechanic can learn 
operation in a few weeks from a Yoder 
service engineer, 

With normal production rate of 100 feet 
per minute, conversion cost ranges from 
one to three dollars per ton for medium 
heavy structurals. 


On the same machine, you can make 
tubular shapes, mouldings, panels and 
trim, for every purpose, at a conversion 
cost rarely over 20 cents per 100 feet. 
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cellaneous shapes, with relatively short 
runs and frequent roll changes, conversion 
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cial Yoder features facilitating quick roll 
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Memo from the Editors 


World Report 


. U.S. Pat. 





Britain’s borrowed dollars. Critical readers are still writing us 
about our Worldgraph in the issue of August 26. It said, in effect, that 
the $3,750,000,000 Britain borrowed from the U.S. last year would 
buy only $2,776,000,000 worth of American goods now because of 
price increases. 

R. H. Patchin of New York City writes that he finds “a degree of 
incompleteness in the above-mentioned article which renders it un- 
objective to the point of special pleading.” He explains: 

“Goods moving in international trade seldom are paid for at market 
prices ruling at date of shipment. They are usually bought at agreed 
prices for forward delivery and if the price movement is upward this 
means that they are paid for under the market. 

“The value of the borrowed dollars depends on the use to which 
they are put and, in the last analysis, upon the value of dollars in goods 
when the loan is repaid. There is also an offset without which the 
equation cannot be fairly stated. British exports have commanded 
steadily advancing prices in dollars as well as in other currencies. 

“I believe solution of Britain’s difficulties through our aid on top of 
her own effort is highly desirable, but this end will not be advanced by 
the pretense sometimes offered from over there that we are somehow 
gypping them.” 

Our Worldgraph said at the outset, “Britain’s economic plight is the 
result of many factors, some of them difficult to measure.” For 
example, it is going to be a long time before anybody knows what value 
the dollars will have in goods at the time the loan is repaid. 

Because of these circumstances, the Worldgraph was designed as a 
simple presentation of the single fact that the purchasing power of the 
loan went down after the loan was agreed to. 

Certainly World Report does not undertake the role of special 
pleader. 


The German black market, or, more specifically, World Report's 
appraisal of it in the issue of June 3, prompts this comment from 
W. H. Mohr of Kiel, Germany: 

“There does not exist the leas: doubt that the black market in Ger- 
many is a dark point, though for many Germans its existence means 
survival. This, of course, is not to be considered as an excuse for its 
existence. 

“On the other hand, the amount of goods moving through the black 
market is by no means so great as stated in your article (40 to 60 per 
cent of the current output of German farms and factories) .” 

Our report was based on a survey made by a staff correspondent 
during the spring, on discussions with American occupation officials 
and on Military Government figures at that time. 


The Editore of “World Report” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of September 23, 1947 
Volume 3, No. 13 


What’s happening about Europe, in a nutshell, is this: 

U.S. wants solemn guarantees, some collateral for putting up new funds. 

European nations, weak and tired, seek on credit what they don't produce. 

Budget balancing, sound money, longer hours, harder work are basic steps 
for recovery that Europe hesitates to take. Self-help really is quite unpopular. 

It*s more than padded figures, loose estimates and billion-dollar guesses 
that worry Will Clayton, who is calling signals for the U.S. It's his conviction 
that dollars must be passed out only on terms that assure reconstruction, that 
provide a solid basis for restoring industry and expanding production. Actually, 
Clayton is less troubled over the size of the outlay for four years ahead than 
he is alarmed at the ineffective planning to get Europe in the black by 1952. 





Just to show the sort of thing that upsets Clayton: 

France, with big ideas of its own future, tried to finance a maximum of its 
industrialization within the framework of a scheme for 16 nations. 

Britain, while eager to trim requests of smaller nations, estimated dollar 
needs for itself at a generous figure, far above that of U.S. auditors. 

Those are typical examples. They are illustrations of the sharp divisions 
and clashing ambitions. The Marshall approach, it needs to be remembered, 
counted on a pooling of European resources on a Europe-wide basis. Instead, 
there appeared to be a definite trend to grab while the grabbing was good. An 
urge to co-operate wore off rather quickly at the conference table if co-opera- 
1 om was to cause more inconvenience, or trouble, or to be painful at first. 
You get the perspective of this problem in a dispatch on page 5. 


Beyond Clayton's criticism, there are other points to consider: 

Russia, with good harvests, is moving into a position to make token offers 
of bread grains to Western Europe. It's been done before in France. 

Communists openly threaten to sabotage U.S. aid for Europe. That means use 
of Communist parties in France, in shaky Italy, in other countries to foment 
strife, strikes, trouble of all kinds. 

In other words, the dilemma of the U.S. continues to be this: There isn't 
any guarantee that dollars will prime the pump in the right way or at the right 
time even if they are made available to European nations. Delays, however, tend 
to aggravate Europe's weakness, to improve Russia's chances for making gains. 





The biggest stake, of course, is the future of Britain. Study of Britain's 
problem suggests this: 


(over) 
(No part of this or any other page may be reproduced without written permission) 
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New target for overseas sales amounts to a fourth of all production. That 
is a pious hope for 1948. Even that wouldn't balance Britain's purchases. 

Capital projects, public works, new plants, even schools and hospitals, 
face a sharp cut. The Socialists are ready to reduce such projects about half 
as much as they were advised to reduce them by British industrialists. 

Subsidies on food, costing Britain heavily, need to be eliminated. A rise 
in the price of necessities would drain off excess purchasing power, would also 
dramatize the economic crisis for millions now unaware of its gravity. 

Raw materials have to be more closely rationed, have to be directed to 
those industries preducing for the export markets. 

Workers, who had been promised more without producing more, will need to 
accept rigid direction from the Labor Government they voted into power. 

Those are steps that are attracting increasing support. They run counter 
to Socialist promises of a better diet, a five-day week and more social secu- 
rity. But the trend toward their adoption now is clear and positive. 








Despite muddling over eoal production, Britain expects this: 

Larger stockpile than in 1946 will assure enough coal to keep industries 
operating during the winter at about their present rate of activity. 

Staggering of electricity load has been arranged in advance to guard against 
a@ serious shortage of power. Plants can plan ahead on that basis. 

Real gains in coal output are likely, even probable in 1948. At best: 

Coal production next year can reach 220 million tons as compared with an 
indicated output of 190 to 195 million tons during the current year. 

Coal tonnage available for export in 1948 can be from 5 to 15 million tons. 

Those are moderately optimistic estimates. However, they are neither casual 
nor from a single source. They represent a consensus of informed U.S. observers. 














As for the recurring rumors about the value of sterling..... 

Britain's pound is none too secure. British people have been staging a 
speculative spree in equities, partly due to sus; cion of the pound sterling. 

Other nations displayed their suspicion of the pound last month. They made 
a panicky run to change pounds into dollars until Britain hollered. 

British officials, however, want to maintain the $4 value of the pound as 
long as Britain must buy so much more than it can sell. An early cut in the 
value of the pound would fix up nothing. 

Monetary experts feel that, when the sellers’ market ends, when B* tain has 
to compete more energetically, the pound will have to be devalued, will have to 
be trimmed to bring British prices down to those of other producers. 

At best, Britain is a high-cost producer, depending in the past on a big 
reputation for quality and durability in its goods. 














Britain has fewer investments, too, to liquidate if that is forced..... 

Only a third--or one billion dollars--of Britain's holdings in U.S. are 
quick assets. Even that is a liberal estimate. 

British owners have stocks and bonds worth about $660 million. 

Real estate held in the U.S. by British sources is worth a billion. About 
another billion is accounted for by private investments in business concerns. 
Liquidation of either or both would be slow and costly. You get a current anal- 
ysis of the ready money available to Europe from U.S. investments on page 8. | 
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EUROPE TO PROVIDE LITTLE SELF-HELP 


U.S. is chagrined over plans offered by 
Europe. Fear that dollars will be wasted 


Reported from LONDON, PARIS and WASHINGTON 


The 16 European governments 
concerned in the Marshall Plan 
are not producing the kind. of 
co-operative and efficient plan- 
ning that America wants. 

Europe's proposed bill for re- 
covery through 1951 is being 
hammered down by American 
officials before Congress decides 
how much of it the U. S. can and 
will pay. 

An emergency, short-term pro- 
gram is in the making. 


o 0 °O 


@ Waste and inefficiency in Europe now 
are matters of direct concern to the 
United States. 

First estimate by Europeans of U. S. 
credits needed for recovery was $29,200,- 
000,000. That figure has been cut dras- 
tically, but Washington still considers the 
program too ambitious. William H. Lowe, 
staff correspondent of World Report, says 
in a dispatch from Paris: 

“The U.S. does not question the hon- 
esty of the conclusions of the Paris con- 
ference. But the U.S. does question the 
methods of figuring Europe’s needs. 

“Americans are asking if figures given 
by each government at Paris represent 
minimum needs or targets of national 
plans. They also want to know.if each of 
the 16 nations discounts aid that might 
be received from other European nations. 

“Looking down into the national plans 
of each country, American experts are 
asking if the individual governments are 
counting on the maximum output pos- 
sible at each stage of recovery. 

“In addition, U.S. financial experts 
want to know what steps each govern- 
ment is prepared to take toward restor- 
ing confidence in its own money through 
tax reform and budget balancing.” 

Europe’s answers to the U.S. ques- 
tions enabled the Paris conference to cut 


down the program to $20,600,000,000. 
Now the Paris delegates are cutting still 
more out of their estimates. Bad news 
from the U.S. is spurring them on. 

More than two thirds of the dollars 
Europe needs would be used to buy food 
in the U.S. As things are developing on 
American farms, however, the U.S. may 
be forced to cut wheat exports, to 85 per 
cent of 1947. Wheat is Europe’s major 
need. Much of the bumper crop now be- 
ing harvested may be fed to U.S. live- 
stock to make up for a short corn crop. 

What is more, committees at work on 
studies of America’s capacity to aid Eu- 
rope are running into shortages. Steel, 
electrical equipment, railway cars, farm 
machinery and other items wanted by Eu- 
rope are in short supply in the U. S. too. 
@ Recovery pitfalls are developing on 
both sides of the Atlantic. 

In Europe there is fear that the U.S. 
Congress may balk at big demands for 


dollars. There is danger that some Euro- 
pean governments may promise more 
self-help than they can deliver. In that 
event Europe may run out of dollars 
again by 1949, if not before. 

On the other hand, Communist propa- 
ganda is at work. Communists say that 
the U.S. is due for a big depression. 
Europeans who accept that prediction 
are trying to grab as much U.S. goods 
as they can get through Marshall Plan 
credits. 

In Washington, experts in the depart- 
ments of State, Commerce and Agricul- 
ture are calculating Europe's needs, using ° 
figures obtained in Europe. They may 
overestimate what Europeans can do for 
themselves. 

Dollar values placed on food, coal and 
machinery are pure guesswork. 

First estimates for the Marshall Plan 
were based on prices of July 31, 1947. 
Prices of food, in the U.S. already are 





—Keystone 


WHITTLING EUROPE’S SHOPPING LIST 
Britain's Food Minister Strachey, U. S. Ambassador Douglas, Congressman Herter 
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“WE WANT TO LIVE”: French workers protest another food cut 


fluctuating widely. At present the Mar- 
shall planners are guessing that wheat 
will be $1.75 a bushel in 1951. 

If such prophecies fall short of the 
mark, if prices of wheat go higher, Eu- 
rope’s dollar needs will exceed even the 
current estimates coming out of Paris. 
@ What Europe offers in the way of 
self-help, however, is coming in for sharp 
criticism. 

Efforts to boost coal production in 
Britain, for example, are confined mainly 
to persuasion by the Labor Government. 
Nationalization of the mines last January 
1 has not changed conditions in the 
mines. Miners given a five-day week last 
May are not boosting output as_ their 
leaders promised. Production was hurt 
by four weeks of strikes at the Grime- 
thorpe mines in Yorkshire. More strikes 
may lie ahead. 

Not all the U. S. Congressmen visiting 
Europe are satisfied that the Labor Gov- 
ernment is doing all it can to get out 
British coal. The U. S. insists Britain must 
begin to export coal to Europe in 1948. 
Only increased coal production in Britain 
and in the Ruhr can ease the demand for 
U.S. coal in France and other countries. 

In Paris, touring Congressmen walked 
through crowded cafés looking for a va- 
cant table. Many seats were occupied by 
Frenchmen living off the black market. 
Elsewhere in Paris, striking workers were 
demonstrating against a cut in the bread 
ration, but there was plenty of bread 
available on the black markets. 

French farmers are hoarding grain. 
They sell to city black markets. Until 
the French Government is successful in 
getting its own grain into legal channels, 
U.S. critics will question its estimates of 
French needs for U.S. wheat under the 
Marshall Plan. 


6 ¢ WORLD REPORT 





as 


-Interuational 


Throughout the Marshall Plan coun- 
tries farm output is below prewar levels. 
One reason is the lack of nitrogen fer- 
tilizers. 

Fertilizer is prominent on Europe’s 
shopping list in the U.S. But U.S. ex- 
perts believe the Continent should meet 
its own needs by full utilization of nitro- 
gen plants now idle. What is more, use of 
coal for the production of fertilizer will 
cut down Europe’s needs for U. S. wheat, 
an item far more expensive than coal. 
@ What the U.S. wants is a Marshall 
Plan with a minimum of waste. 

Sound estimates of Europe's needs and 
trade balances may have to come from 


A MONTHS STINT AT GRIMETHORPE: The empiy coal cars were costly 


the United States. Politics often inter- 
feres with Europe’s judgment. No French 
Government, for example, would be 
likely to set French needs for wheat so 
low as to risk criticism from hungry 
Frenchmen. 

By the same token, Britain’s Labor 
Government is not likely to underesti- 
mate the deficit in Britain’s dollar bal- 
ances. Last spring, optimistic Britons pre- 
dicted the country would have no dollar 
deficit in 1948. But Britain’s delegates 
on the Marshall Plan set the 1948 deficit 
at $2,630,000,000. Some Americans be- 
lieve Britain can help itself to cut this 
down to $1,200,000,000. 

Detailed lists are necessary if the U. S. 

is to help. Some types of farm machinery, 
for example, are desperately short in the 
U.S. Others are in adequate supply. To 
obtain such details, it was necessary to 
delay the Marshall report. 
@ The pay-off for Europe in U. S. aid is 
to start with emergency measures. But 
before Congress gets the whole four-year 
plan, U.S. Government experts and 
members of the President’s nonpartisan 
committee will whittle still more wheat, 
coal, steel and other items out of Eu- 
rope’s shopping list. 

When Congress meets Europe's re- 
quests may be down to $12 billion. Last 
cuts in the program, before Congress is 
asked to consider it, will be made by the 
Harriman committee. It is likely to sug- 
gest further use of export controls. It is 
certain to make reductions that the com- 
mittee members feel could be made up 
by the efficient efforts of Europeans. 

In the end annual value of U.S. ex- 
ports to Europe may not exceed this 
year's figures. But the emphasis is being 
shifted from nonessentials to the items 
considered vital to European recovery. 
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HOW POVERTY OF BRITAIN 
SQUEEZES LATIN AMERICA 


Reported from BUENOS AIRES, 
RIO DE JANEIRO and LONDON 


Britain’s economic troubles 
may force Argentina to cut down 
its purchases from the U.S. Fur- 
ther reductions must be made in 
President Juan D. Perén’s Five- 
Year Plan. 

Other Latin-American coun- 
tries will be hit because they can- 
not get U.S. dollars in payment 
for the goods they sell to Britain. 


o 0 90 


@ Argentina’s trouble stems from the 
closeness of its economic ties with Brit- 
ain. British capital and products have 
played major roles in Argentina for a 
century. The British rely on Argentina 
for most of their meat, and buy other 
Argentine products in large amounts. 

The British normally have repaid Ar- 
gentina mainly in manufactured goods. 
The balance has been made up by earn- 
ings on British investments in Argentina 
and by currencies of other countries, in- 
cluding the U.S. But the war upset this 
arrangement. Result was that Argentina 
built up half a billion dollar's worth of 
blocked sterling. 

Under a deal made a year ago, the 
British were to thaw out Argentina's 
blocked sterling at the rate of $100 mil- 
lion worth each year. Sterling resulting 
from current trade was to be used with- 
out restriction. 

Per6én soon afterward announced his 
Five-Year Plan, calling for developments 
to cost over a billion and a half dollars. 
He relied on Britain to furnish part of 
the dollars for this program. Britain 
started to convert Argentine-owned ster- 
ling to dollars. 

Argentina speeded up its purchasing 
of equipment abroad, mainly the U. S. 
Thus, the U.S. moved into Britain's pre- 
war place as No. 1 supplier of goods to 
Argentina. 

Now Britain, short of dollars itself, has 
stopped converting pounds into dollars. 


And Argentina has cut down on buying 
abroad. 


“Suspension of convertibility has 
sharpened the developing trend toward 
reduced Argentine purchases in the U. S. 
as the result of the dollar shortage,” re- 
ports Bernard S. Redmont, staff corre- 
spondent of World Report, in a radio dis- 
patch from Buenos Aires. 

“Argentina now will be unable to buy 
in the U.S. as much equipment as it 
needs for industrialization under the 
Five-Year Plan. It will have to get more 
of the goods in Britain when the British 
can provide it. Thus, Argentine indus- 
trial plans will be slowed up.” 

Transfer of railways from British own- 
ers to Argentina also has been slowed up. 
British stockholders agreed last month to 
the transfer, but the Argentine Congress 
has not approved it. 

The British hope the transfer will go 
through. A British mission in Buenos 
Aires is trying to work out the details 
and to arrange for sale of the Buenos 
Aires tramway system. But negotiations 
are going slowly. 

@ Other countries in Latin America that 
export heavily to Britain are Uruguay, 





the Dominican Republic, Brazil and 
Cuba. They will suffer in varying de- 
grees. 

Uruguay’s biggest export is meat. Most 
of it is sold to Britain. Inability to convert 
sterling into dollars will cramp the coun- 
try’s plans to buy farm equipment ‘in the 
U.S. 


The Dominican Republic is concerned 
over the effect of Britain’s troubles on its 
sugar trade. Britain has been buying 
about four fifths of the Republic’s sugar. 
The sugar contract will expire in a few 
months. Dominicans are uncertain now 
what kind of a deal they should make 
for next years sugar exports. 

Brazil does a good-sized export busi- 
ness with Britain. A year ago, the balance 
of trade against Britain was large. But in 
recent months Britain has been stepping 
up its exports to Brazil. Trade now is 
nearly in balance. 

Cuba ships a large quantity of sugar 
to the British. Payment, however, is made 
in dollars by the U. S. Commodity Credit 
Corporation. Britain's dollar _ plight, 
therefore, poses no serious problem to 
Cuba now. 

Biggest sufferer in Latin America, 
thus, is Argentina. For more than a year 
it has used up dollars from many sources 
for buying in the U.S. One of those 
sources of dollars was Britain. Now that 
source is cut off. 

Results are to be less Argentine buying 
in the U. S., greater Argentine reliance on 
British manufactured goods and a slow- 
up in the Five-Year Plan. 


~British Combine 


EXPRESS FROM ARGENTINA: British payment will be in sterling only 
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EUROPE’S NINE BILLION UNUSED DOLLARS 


The dollar-short countries of 
Western Europe now must de- 
cide whether to start cashing in 
the nine billion dollars’ worth of 
property their people own in the 
United States. 

Actually, only a fraction of the 
holdings could be turned into 
cash quickly. 

But if U.S. help does not ar- 
rive in time to stave off starvation 
this winter, Europe will have to 
sell whatever she can to pay for 


food. 
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@ Europe’s difficult choice as dollars be- 
come more scarce is this: 

Sale of holdings in the U.S. for dol- 
lars would provide money to pay for 
necessary imports. If that is done, how- 
ever, Europe will lose the dollar income 
that the American investments produce 
each year. So, in the long run, the Conti- 
nent will be worse off than before. 

. Keeping the bulk of the property in 
America would amount to a gamble that 
U.S. financial aid will arrive in time to 
head off disaster. A few of the least prof- 
itable holdings might be sold. But the 
biggest dollar producers would still be 
there. 

@ Liquidation of some of their assets 
in the U.S. already has been started by 
a number of European countries. Others 
are getting ready. 

France has seized American securities 
held by French citizens. 

The Netherlands Government is urging 
Dutch investors to sell some of their 
dollar holdings. 

Sweden recently has taken a census 
ot its citizens’ property owned abroad. 

The British Government is keeping 
close tabs on its people’s investments 
in the U. S. 

The preparations show that European 
governments want to be in a position to 
force their people to sell their assets for 
dollars if the situation really gets critical. 

Selling by Europeans already has given 
a jolt to the New York stock market. 

@ Biggest holders of assets in the U.S. 
include several of the countries that are 
feeling the dollar shortage most acutely. 


8 « WORLD REPORT 


Nearly all are asking for aid from the 
U.S. in some form. 

The British still are the biggest out- 
side investors in the U.S., with assets 
worth more than three billion dollars. 
That is nearly enough to pay off the U. S. 
loan to Britain. 

Actually, less than a third of the Brit- 
ish holdings could be turned into cash 
quickly. 

The only British assets in the U. S. that 
could be sold in a hurry are stocks and 
bonds worth $660 million. Two hundred 
million dollars of that is held as collateral 
against a U.S. loan to Britain in 1941. 

If there is real danger of starvation due 
to the dollar shortage, Chancellor of the 
Exchequer Hugh Dalton may ask Parlia- 
ment to renew the Government's wartime 
power to take over privately owned se- 
curities and sell them. 

The bulk of British money in the U. S. 
—about a billion dollars—is tied up in pri- 
vate ownership of businesses. British busi- 
ness is active in a wide variety of U.S. 
enterprises, ranging from insurance to 
toothpaste. One of the biggest soap 
companies in the U.S. is British-owned. 
So are a number of well-known brands 
of food products. 

It is almost certain that the British 
Government will not try to force the own- 
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LOOKING AT BRITISH FINANCES 
Chancellor of the Exchequer Dalton 


ers of businesses in the U. S. to sell out. 
There is not much chance of quick relief 
from such a step. Business firms are not 
traded as easily in the open market as 
are stocks and bonds. It takes time to 
find buyers, more time to come to terms. 

The British have about another billion 
dollars tied up in the U.S. in the form 
of real estate, interests in estates, trusts 
and other assets. Very little of this could 
be turned into cash quickly. 

Canadians are the second biggest in- 
vestors in the U.S. Their assets total 
$2,350,000,000. 

Canada, like most of Europe, is head- 
ing into a dollar crisis because she is buy- 
ing far more from the U. S. than she can 
sell there in return. 

There is less likelihood, however, that 
the Canadian Government will try to 
force its people to sell any of their hold- 
ings in the U.S. Canada will try first 
to balance her trade by selling more in 
the U.S. and buying less. 

There is Canadian money in almost 
every kind of business in the U. S. Ameri- 
can businesses operated with Canadian 
capital are worth an estimated $725 mil- 
lion. Canadians have substantial interests 
in the liquor industry and in life-insur- 
ance firms. Canadian railways have heavy 
investments in branch lines in the U. S. 

The most liquid Canadian assets are 
$600 million worth of U.S. stocks and 
bonds. Canadian deposits in U.S. banks 
amounted to $700 million last spring but 
are probably lower now. 

Substantial investments in American 
land, buildings, estates, trusts, and the 
like would be harder to turn into U.S. 
dollars. 

The Dutch have a lot of money in 
American petroleum and manufacturing, 
often in combination with British inter- 
ests. Value of these Dutch holdings in 
the U.S. is nearly $500 million. 

The Netherlands is one country whose 
citizens already are selling some of their 
American stocks and bonds to ease the 
dollar shortage. The Dutch Government 
last spring estimated Dutch-owned U. S. 
securities at $571 million. But the latest 
estimate, made by the Federal Reserve 
Bank of New York, values them at 
around $400 million. 

Sales of American securities by Dutch 
investors have been prodded by the 
Dutch Government. The Cabinet is 
counting on such sales to help finance 
essential imports this year. Dutch citizens 
cannot be forced to sell their U. S. hold- 
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ings. But investors apparently are liqui- 
dating part of their American securities 
under a sort of gentlemen’s agreement. 

Dutch assets in the U. S. total an esti- 
mated $1,225,000,000. : 

The French Government has taken 
over all dollar securities held by residents 
of France and its colonies. If the dollar 
shortage becomes much more critical, 
these securities can be sold to pay for 
food imports from the U.S. But the pro- 
ceeds won't go far. 

Value of U.S. securities owned by 
Frenchmen is only $250 million. Part of 
that still is frozen in the U. S. because the 
original owners have not claimed them. 

If the French were able to sell every 
asset they have in the U.S., they might 
bs able to scrape up more than a billion 
dollars. But that is not likely to happen. 

Except for securities and some bank 
deposits, French assets in the U.S. are 
not the kind that can be sold quickly for 
casu. Residents of France still have about 
$140 million invested directly in U.S. 
businesses of various kinds. They also 
own interests in estates and trusts worth 
$170 mi'lidn. Real estate amounts to $14 
million. None of those is very liquid. 

Italy is so exhausted financially that 
she has virtually no liquid assets of any 
importance to fall back on in the U.S. 
Italian-owned U.S. securities are down 
to $21 million. | 

Because so many Italians have rela- 
tives in the U. S., residents of Italy have 
unusually large assets in America in the 
form of interests in estates and trusts. 
These are estimated at $67 million. 

The larger part of Italian assets in the 
U.S. is in bank deposits. This is being 
exhausted rapidly. The figure is not 
known, but the Italian Government has 
warned it will be down to zero within a 
few months. 

@ Large scale sale of European inter- 
ests in the U. S. is not likely. This is why: 

Long-range interests of the European 
countries would be harmed, not bene- 
fited, by heavy liquidation. Without their 
accustomed income from American in- 
vestments, they might eventually be more 
hard up for dollars than they are now. 

Political factors make most govern- 
ments reluctant to force investors to sur- 
render their holdings. This kind of inter- 
ference in private business creates many 
political enemies for the party in power. 

The U.S. Treasury still holds about 
two billion dollars worth of European 
assets, frozen at the beginning of the war, 
and still unclaimed. There is no way 
that European governments can seize 
this until the owners claim it. The owners 
apparently are in no hurry to do so. 

The bulk of European holdings is tied 
up in business enterprises, interests in 
estates, and other investments that can- 
not easily be turned into cash. 

Emergency selling by European in- 
vestors, if it comes, will be mostly in 


stocks and bonds. 
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WALL STREET: It felt the drag of selling orders from Europe 
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COMMUNISTS PREPARED 
FOR LONG FIGHT IN GREECE 











Reported from ATHENS 


The U. S. now regards Greece 
as the No. 1 danger spot of the 
world. 

A showdown between the new 
Greek Government and its Com- 
munist enemies is close at hand. 
The rebels have one last chance 
to stop their fighting. If they 
turn it down, the Government is 
determined to wipe them out by 
late autumn. 

American troops might be re- 
quired to make the Greek Gov- 
ernment’s plan succeed. _ 


oo 9 


@ Greek Communists, deeply en- 
trenched, are thoroughly organized to 
carry on their campaign against the 
Athens Government. 

The resistance the Communists can 
offer is shown in an analysis of their or- 
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ganization by John W. Mowinckel, 
World Report correspondent in Greece. 
The party’s structure is charted on page 
11. Mowinckel supplies this description 
of how it operates: 

The Communist Party itself numbers 
about 100,000 members. 

A central committee of 18 and a polit- 
buro of five members run party affairs. 

Basic unit of the organization is a cell 
of two members each. There are thou- 
sands of these in Greek towns and vil- 
lages. One member acts as unit secretary. 

Couriers and radio sets acquired from 
the Allies during the war provide com- 
munication. 

Communist leaders operate under- 
ground, although the party is still legal 
in Greece and openly publishes a news- 
paper. The chieftains change residence 
periodically and use assumed names. 
Even so, some are arrested now and then 
and exiled to the Greek islands. 

The Communist boss, now in hiding, 
is 45-year-old Nicholas Zachariades. He 
has been a Communist since he was 17. 

Communist finances are highly or- 
ganized. 
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YOUNG REBEL: Will he put aside his gun for a job and a pardon? 


The party gets money from its enemies 


* as well as its sympathizers. Members 


must pay from 2 to 5 per cent of their 
salaries to the group’s treasury. In addi- 
tion, they are expected to contribute to 
Communist philanthropies. Many indus- 
trialists and rich merchants pay “pro- 
tection money.” One shipowner pays 
10 million drachmae a month. Sympa- 
thizers abroad also send funds. 

Left-wing allies give the Communists 
added strength. | 

The Communists lead five other par- 
ties in a National Liberation Front, 
known in Greek as E A M. The other 
factions, not Communist themselves, co- 
operate because they agree with Com- 
munist criticisms of the Greek Govern- 
ment. The only clue to voting strength of 
this left-wing coalition is the number of 
voters who abstained in the plebiscite last 
year on return of the Greek King. About 
15 per cent of registered voters followed 
Communist instructions not to cast a 
ballot. Political observers believe that the 
left-wing group today might be able to 
muster about 20 per cent of the Greek 
electorate, or 370,000 votes. 

The fighting arm of the Leftists is the 
Democratic Army, believed to number 
about 18,000 men. Its size fluctuates. Not 
all guerrillas are Communists. The non- 
Communist rebels are the principal tar- 
gets of the Government’s amnesty offer. 

A “Free Government” has been pro- 
claimed in rebel territory by Gen. Vafia- 
des Markos, the Army’s commander. This 
month the guerrilla fighters are to elect 
representatives, a step in making their 
new regime function. The Communist- 
led troops have been promised light and 
medium artillery and clothing. Demo- 
cratic Army officers hope these measures 
will keep the guerrillas in the rebel ranks. 

Future plans for communism are 
based on the assumption that the Greek 
Government will outlaw it. 

The Communist newspapers Rizopas- 
tis and its E A M colleague Eleftheri 
Ellada still are sold on Athens news- 
stands. Each sells about 10,000 copies. 
But issues are often confiscated. Few 
Greeks are foolhardy enough to be seen 
in public reading one of them. 

The party is getting ready to go under- 
ground. Its fifth column is organized. 
Security is being perfected. Hideouts 
are being established for members flee- 
ing the police. The entire files of Rizo- 
pastis, for instance, already are well 
hidden and secret presses are ready to 
print underground copies of the paper, 
should it be outlawed. 

Communist leaders hope the Govern- 
ment will outlaw their party and its press, 
once the amnesty period is over. They 
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figure this would give them the status of 
martyrs and justify their claims that the 
Athens regime is dictatorial. Then the 
Communists would begin in earnest to 
sabotage the Government. 

@ The Government’s technique now is 
to draw off from the Communist group 
all but its hard core of bitter-end mem- 
bers. This remainder would then be 
cleaned out with a quick military cam- 
paign and mass arrests. 

A new Cabinet in Greece is trying to do 
this by first offering the rebels forgive- 
ness. If that does not work, force will be 
used again. 

Force has been tried without success 
for two years. A Greek Army of more than 
120,000 men has been unable to wipe out 
the 18,000 guerrillas. Sweeping arrests, 
exile and police brutality have not dimin- 
ished left-wing strength. Even new mili- 
tary equipment for the U. S. has not been 
enough to stop the civil disorder. 

The result has been to hamstring the 


aid-to-Greece program in which the U. S. 
is investing $350 million. 

The amnesty offer is not new, but is 
being used in a new way. 

Previous surrender terms never worked 
because the outlaws distrusted the Athens 
regime. Now, however, a new Govern- 
ment is in power. 

The new Premier, Themistocles So- 
phoulis, is a Liberal politician. He has 
always opposed the excesses of the Roy- 
alists who, up to now, have been in charge 
in Athens. Sophoulis shares Cabinet pow- 
er with the Royalists. The two parties 
have been rivals for 30 years. But now 
they are working together, largely as the 
result of American pressure for political 
unity. 

The new regime invites outside coun- 
tries to supervise its offer of pardon to 
rebel Greeks who give up. To show good 
faith, political prisoners held in island 
concentration camps are being freed if 
they renounce communism. 
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Success of the amnesty offer might 
draw half their following from the Com- 
munists, Only a few thousand die-hards 
would be left in the mountains to harass 
the Athens Government. Greek officials 
could get on with the job of reconstruct- 
ing the country. The U.S. aid program 
would have clearer sailing. 

Failure would be the signal for an all- 
out campaign against the guerrillas. With 
the moral backing of a spurned amnesty 
offer, the Athens Government would 
have a mandate to kill off the rebels and 
imprison political opponents. 

The Communists would seek support 
from Russia for their “Free Government” 
in the northern mountains. In Athens, 
the politicians would ask for American 
troops to help rout the guerrillas. With 
or without American troops, a full-scale 
war between a U.S.-supported Greek 
Government and the Greek Con unists 
is almost certain if the offer of «anesty 
fails. 
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EARLY PEACE AHEAD FOR JAPAN 


A Japanese peace conference 
is likely within the next 60 days, 
with or without Russia partici- 
pating. 

Japan’s prospects of being 
built up into a comparatively 
strong nation again are growing. 
Great Britain and the United 
States are close to agreement on 
the country's future. 

A fast-moving peace confer- 
ence is possible. 

o co 98 
The final draft of the U.S. peace pro- 


posals now is being circulated among 
Government officials. At the same time, 
there is apparent a new U. S. and British 
understanding on what type of future 
Japan is to be permitted. As a result, a 
clear picture of the issues to come before 
the peace conference is beginning to 
develop. 

@ The main issues in concluding the 
peace with Japan now appear to be five 
in number. No more than two of the 
points appear difficult. 

A territorial settlement will not prove 
troublesome since Japan already has lost 
virtually all of her territory beyond the 
home islands. 

As the map on the opposite page 
shows, Japan has been stripped of prac- 
tically 80 per cent of her territory. China 
has regained Manchuria and Formosa. 
Korea eventually is to become independ- 
ent. The Kurile Islands and the southern 
part of Sakhalin Island now are occupied 
by the Russians. The U. S. possesses, un- 
der United Nations trusteeship, the Japa- 
nese Mandate Islands. 

The future of three groups of islands, 
all close to Japan proper, is to be de- 
cided by final peace terms. 

The U.S. shows increasing interest in 
the Ryukyu Islands, especially Okinawa, 
for strategic reasons. Japan wants the 
islands back, even though they are re- 
garded as an economic liability. China 
also is expected to claim them. 

There is a strong possibility the U.S. 
also may claim, under trusteeship, Iwo 
Jima and other strategic islands in the 
Bonin group, located between Japan and 
Guam. 
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Russia now holds the Kurile Islands, 
formerly one of Japan’s most important 
fishing grounds, and there is little chance 
of the Russians relinquishing them. The 
U.S. may insist that Russia surrender a 
few islands from the group, which is only 
a few miles from Japan’s northernmost 
island, Hokkaido. 

Supervision which Japan is to get from 
the Allies is going to be difficult for the 
Allies to determine. 

The British nations, in a conference at 
Canberra, Australia, suggested that an 
Allied supervisory commission succeed 
General of the Army Douglas Mac- 
Arthur, backed by a small occupation 


_ force. The Australians feel the supervisory 


period should be a long one. They also 
feel that the small nations should have 
equal say with the major powers in 
Japan’s future supervision. 

The United States is inclined to favor 
supervision of Japan by a council of 
ambassadors, composed of representa- 
tives of nations that draft the Japanese 
peace. The council would have an Allied 
police force at its disposal. General Mac- 
Arthur opposes a long supervisory pe- 
riod. The General contends that Japan 
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GENERAL MACARTHUR IN JAPAN 
Is the job there nearly. done? 





has been defeated so thoroughly that 
she will be unable to wage war for a 
century. 

Controls over Japan’s economy that 
will best guarantee against her rearming 
represent another point of difference. 

Some U. S. officials feel that Japan can 
be eliminated as a military threat if the 
Allies simply keep control over Japanese 
imports of petroleum. It is possible, how- 
ever, that other nations will insist on the 
controls being extended to imports of 
coking coal, iron ore and certain chemi- 
cals. 

The level of industry, under the peace 
treaty, probably will allow Japan to re- 
cover a substantial amount of her pre- 
war trade, especially in textiles. 

There is a possibility the Far Eastern 
Commission composed of 11 nations, will 
reach an agreement on this issué even 
before the peace conference meets. 

Reparations which Japan must pay as 

the price of defeat now are expected to 
be considerably less than the Japanese 
originally expected. Still this promises to 
be one of the most troublesome issues of 
the peace conference. For two years, the 
Far Eastern Commission has been trying 
to agree on a reparations program. 
@ Final preparations are being made by 
the U.S. for an early meeting in Wash- 
ington of representatives of the 11 na- 
tions that contributed the most to Ja- 
pan’s defeat. 

Secretary of State George C. Marshall 
will preside at the opening sessions of the 
Pacific conference. Being mentioned as 
his deputy is Maxwell Hamilton, U. S. 
Ambassador to Finland and an expert on 
Far Eastern affairs. 

The Russians have not yet indicated 
whether they will take part in the Wash- 
ington conference. The U.S. is prepared 
to go ahead without them but hopes the 
Soviets will come in. 

Some U.S. officials working on the 
peace treaty feel there is more than a 
50-50 chance that the Russians will be 
on hand for the preliminary sessions. If 
the Soviets cannot win their demand 
for veto power, it may be profitable 
for them to settle for less. One possible 
settlement might be through giving a 
seat at the conference table to Outer 
Mongolia, a Russian satellite which like 
the Soviets fought the Japanese for a 
brief period. 

The Russians may decide it is to their 
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advantage to co-operate in the conclusion 
of an early peace with Japan, because, 
once the treaty is signed, U.S. control 
will be relaxed. 

The Chinese are another possible ob- 
stacle to a harmonious peace conference. 
They have economic ambitions that can 
best be realized if Japan remains weak. 
The Chinese would like to have veto 
powers at the conference. 

British Empire nations now show signs 
of uniting with the U.S. for a prompt 
peace with Japan. Until recently, some 
British nations differed with the U.S. on 
the severity of the peace. 

@ Anglo-American harmony, foreseen at 
the peace conference, will speed up 
the negotiations. Some Allied leaders 


already are predicting a settlement be- 
fore the Allies agree on peace terms for 
Germany. 

The Tokyo conference between Gen- 
eral MacArthur and Dr. Herbert V. 
Evatt, Australia’s Foreign Minister, has 
brought the British nations closer to 
U.S. views on the type of peace terms 
that should be imposed on Japan. 

Dr. Evatt, critical in the past of U. S. 
occupation policy in Japan, returned to 
Australia praising the job being done by 
General MacArthur. A subsequent meet- 
ing of leaders of six British Empire na- 
tions showed British opinion generally is 
identical to official U. S. views on Japan's 
future. 

A central figure at the conference, Dr. 
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Evatt urged close co-operation with the 
U.S. in drafting of the peace treaty. 
The British nations agreed that Japan’s 
economy should be revived to a point 
where the defeated nation can sustain 
itself. 
@ The future of Japan, it now appears, 
can be decided by early 1948. The issues 
to come up at the peace conference are 
clear cut and a “Big Two” arrangement 
between the U.S. and British nations 
should speed up the negotiations. It 
seems likely that in a showdown the 
Russians will agree to take part in the 
peacemaking rather than risk staying 
away and giving the other Allies a free 
hand to develop Japan into a Far East- 
ern buffer state against communism. 
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The postwar boom in ‘U.S. 
merchant shipping is now on the 
way out. 

Its exit is being speeded by a 
world shortage of U.S. dollars 
and the rapid comeback of the 
merchant fleets of other coun- 
tries. 

Lack of cargoes has forced 
some 200 U.S. ships out of serv- 
ice in recent weeks. Further lay- 
ups are in prospect. Some ship- 
owners already are operating at 
a loss. Others face a sharp cut in 
profits. 


oo Oo 


@ Slump in U.S. exports is the No. 1 
factor in the shipping decline. Outgoing 
U. S. trade is at present running far below 
the $15 billion-a-year rate that was 
reached in the first half of 1947. The de- 
mand for shipping space has dropped 
accordingly. 

Dollar shortages abroad are behind the 
export slump. These shortages are the 
aftermath of the international spree of 
buying U.S. goods that began at the end 
of the war. Nations drew heavily on their 
supplies of dollar exchange. Much of the 
spending was for nonessential goods that 
did not contribute to the needs of re- 
covery and production. Buyer nations 
started awakening to this fact during the 
summer when dollar reserves dwindled 
to the danger point. 

Sweden acted first, banning a long list 
of U.S. goods in order to save dollars for 
vital supplies. Several other European 
nations took similar steps. In Latin 
America, the story has been repeated. 
Nearly every country now has some re- 
strictions On imports. The financial crisis 
in Great Britain and France has only 
aggravated the situation. 

This chain reaction of embargoes is a 
serious blow to U. S. shippers, for freight 
traffic accounts for more than 90 per cent 
of their earnings. 

More bad news is shaping up for the 
shipowners from another direction. It 
now appears that even cargoes of vital 
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SLUMP IN U.S. 
AS COMPETITION REVIVES 







SHIPPING 


supplies, not embargoed, are due to be 
curtailed. 

The severe damage to the U.S. corn 
crop means that less grain will be avail- 
able for shipment to Europe in the com- 
ing months. Steel exports are to be cut, 
under new restrictions effective October 
1. And there is a possibility of tighter 
controls on export of other scarce goods. 
@ A drop in U. S. imports is accompany- 
ing the slump in exports. Latest figures 
show that U.S. purchases abroad have 
declined about 17 per cent since last 
December. Fewer cargoes for the U. S. 
are waiting to be picked up. 

@ Increased competition from mer- 
chantmen under other flags already is 
worrying U.S. shippers, months sooner 
than they had expected. In 1946, U.S. 
vessels carried 60.1 per cent of all the 
nation’s trade, export and import. But by 
the end of June 1947, they were carrying 
only 55 per cent and losing ground. The 
trend, if continued, could carry the U. S. 
merchant marine back to its status in 
1939, when it handled only 22 per cent. 

Rapid progress of other nations in re- 
building their merchant fleets is a definite 
threat to American supremacy. Britain, 
France, the Netherlands, Norway and 
Sweden all are giving top priority to get- 
ting their tonnage back up to prewar 
levels. British shipyards alone had more 
than four million gross tons under con- 
struction in the first half of the year. 
Many of the ships already have been de- 
livered. The Worldgraph on page 20 
shows shipbuilding activities of the major 
maritime nations. 

The lower rates at which merchant- 
men of other nations can operate profit- 
ably put U.S. lines at a disadvantage. 
On bulk cargoes such as grain or coal, 
for example, others can operate at rates 
from one half to one quarter the lowest 
necessary for U.S. ships to keep in busi- 
ness. 

Normally, all shippers operate at the 
same rates. However, when rates for all 
shipping decline, the minimum figure 
necessary for U.S. operations is the first 
reached. Other nations, having lower 
costs, can afford to see the rates break 
through that level and go considerably 
lower, and still operate at a profit. 

Nationalistic trends also are curtailing 
opportunities for U.S. shippers to pick 
up business. The Coffee Growers Feder- 

































































































































ation of Colombia has just ordered all its 
coffee exports to move in the Grand Co- 
lombian Merchant Marine, which Co- 
lombia is promoting jointly with Vene- 


zuela and Ecuador. The Venezuelan 
Government likewise has directed that 
all its official exports and imports be 
carried by this fleet. 

Argentina is taking a somewhat similar 
tack in an effort to build up her merchant 
marine. Bilateral trade pacts between 
Argentina and other countries are carry- 
ing the proviso that half of the cargo 
tonnage involved be moved in Argentine 
ships. 

@ Effect of the Marshall Plan on the de- 
clining business of U.S. ship lines can- 
not be measured now. The consensus 
appears to be that the shipments it in- 
volves will not be large enough to make 
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U.S. OCEAN SHIPPING: PAST THE PEAK 


Percentage of U.S. world trade carried in American ships 


29.2% 


1920 


10.6% 
voll 


1914 


up for the freight traffic already lost or 
in the process of being lost. 

Much depends on whether Congress 
stipulates that Marshall Plan cargoes 
move exclusively in U. S. ships. An act 
of 1934 states “it is the sense” of Con- 
gress that U.S.-financed supplies be 
transported only by U.S. lines. This act, 
however, always has been liberally inter- 
preted. It has not prevented the employ- 
ment of non-U. S. vessels to carry post- 
war relief and aid shipments. 

A monopoly on Marshall Plan cargoes 
would bolster the slipping revenues of 
U.S. shipowners, but maritime circles 
doubt such drastic action will be taken. 
The State Department appears certain 
to fight any such legislation, for it would 
have the effect of boosting the cost of 
the Marshall Plan. 


27% 


Indications are that U.S. shipowners 

expect to receive a good share of the car- 
goes at first because they have the ton- 
nage available. But they look for other 
nations’ ships to carry a steadily increas- 
ing amount of the traffic as their fleets 
grow. 
@ The long-range outlook, thus, is none 
too cheerful for U.S. shippers. Its most 
encouraging feature at the moment is the 
belief that tramp steamers under the 
U.S. flag can expect another reasonably 
good year. Then the competition will 
overtake them. 

Hopes of recovering some lost revenue, 
meanwhile, center on getting more U. S. 
passenger liners into service. Passenger 
liners are the weakest component in the 
merchant fleet. This winter is to see the 
re-establishment of the tropical cruise 
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services at something like the prewar 
level. 

In the longer view, much depends on 
how quickly other nations lift their bans 
on imports from the U.S. 

Aim of U.S. shippers is to hold on to 
more than 30 per cent of the country’s 
seaborne .trade. They'd like to retain 50 
per cent of the traffic, but realize it will 
be a hard fight to keep 40 per cent. 

The current shrinkage of the active 
fleet they regard as inevitable. They hope 
eventually to stabilize it at about 1,100 
ships, representing 11,400,000 dead- 
weight tons. This compares with the 
2.555 ships of 25 million tons now in 
service. And it is a far cry from the U. S. 
merchant fleet on V-J Day, when the 
flag flew over 5,529 vessels, totaling 
56,797,700 tons. 
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BRAZIL'S NEED FOR CASH 
TO STABILIZE BUSINESS 








Reported from SAO PAULO 
and RIO DE JANEIRO 


Brazilian business is steadying 
after being rocked by a series of 
economic blows. 

But the country urgently 
needs dollars to bring trade with 
the U.S. into balance and to fi- 
nance developments to put the 
country on a sounder foundation. 

oo Oo 


Brazilians count on getting these dol- 
lars from coffee exports and by means 
of Government loans and private capital 
from the United States. 


@ “Dislocations that followed the war 
have hit Brazil hard,” reports Bernard S. 
Redmont, staff correspondent of World 
Report, in a dispatch from Sao Paulo. 
“Its economy is just struggling out of a 
period of uncertainty and partial paraly- 
sis. 

“A general slowdown in business char- 
acterized the last few months. Uncer- 
tainty dampened all business, commercial 
and industrial activity.” 

A series of shocks combined to pro- 
duce this uncertainty and to fan fears of 
a crisis. 

Weak banks that had loaned money 
for speculative building of apartments 
and offices became shaky. 


WHAT DOLLARS CAN DO FOR BRAZIL 
fA ) : 
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SAO PAULO CONSTRUCTION: U. S. investors are welcome 
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Coffee prices in New York broke 
sharply. 

Textile mills, Brazil's biggest industry, 
got into trouble. Main cause was buyers’ 
refusal to continue paying prices that 
netted profits of 100 to 300 per cent. 

Correction of part of these conditions 
has been accomplished or is taking place 
now. Strong banks have come to the res- 
cue of those that were tottering. Coftee 
prices have risen. 

“Businessmen believe the general situ- 
ation is better now than it was a year 
ago, Redmont reports. “Exports are 
slower, however, foreign exchange is 
short and ‘trade is disrupted. There is 
still a lot of speculation and_ black 
market operations. Prices are still very 
high and out of line with wages. And the 
budget still is unbalanced. 

“But the inflationary picture has im- 
proved. The issuing of paper money has 
leveled off. The shakeout-in the textile 
industry, has had a salutary effect.” 
| Need for dollars still is a pressing 
problem. 

Immediate need is for dollars to use in 
buying consumer and capital goods for 
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TEXTILE MILLS: Shakeout may improve prospects 
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current requirements. Most of these goods 
would be bought in the U.S. if dollars 
were available. 

The Government is trying to conserve 
what remains of wartime stocks of dollars 
by controlling imports and exchange. 
Measures taken early in the summer make 
it hard to get exchange for use in buying 
nonessentials. Now the Administration 
wants a law requiring a permit for vir- 
tually every purchase outside the country. 

Tight controls can conserve existing 
balances of dollars. But they can’t save 
dollars Brazil doesn’t have. What is 
needed is to get more dollars from the 
sale of exports. Demand for most of her 
raw materials is good. But Brazilians are 
putting their biggest trust in coffee. 

Coffee exports to the U.S. are the 
mainstay of Brazil's trade. The U.S. al- 
ways has been the biggest buyer of 
Brazilian coffee. Now, with Europe short 
of foreign exchange, Brazil relies more 
heavily than usual on the U.S. market. 

The 1947-48 crop, although smaller 
than had been expected, will be fairly 
large. Demand in the U.S. is higher 
than it was before the war. 

The price break last spring resulted 
from accumulation of stocks in U.S. 
trade channels. Purchases fell off. During 
the first seven months of this year, Bra- 
zil’s exports of coffee to the United States 
were 20 per cent under those for the 
first seven months of 1946, 
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U.S. prices now have recovered much 
of the ground they lost in the break. 
They are well above quotations in effect 
a year ago, when the U. S. still had price 
controls. So Brazilians are hopeful, even 
though their crop is smaller than they had 
expected. 

“Over all, price prospects for coffee 
are looking much better in Brazil than 
last year, and indications are that market 
conditions will continue good for a 
while,” Redmont reports. “Financial 
circles are looking toward this year’s 
crop to relieve the tight money situation.” 
@ Long-range need is for dollars to use 
in renovating Brazil's economy and devel- 
oping her natural resources. Equipment 
is wanted to improve and expand rail- 
ways and port facilities. Machinery is 
needed to modernize farming methods, to 
develop mineral deposits and to build 
factories and roads. 

U.S. Government funds are expected 
to finance part of this program. Since 
1939, the Export-Import Bank has loaned 
over $130 million for Brazil's benefit. 
These loans helped to build the Volta 
Redonda steel plant, largest in Latin 
America, and to buy equipment for rail- 
ways, air lines, steamship lines and mines. 

Over $40 million in credits, still avail- 
able, probably will be drawn upon in 
the months to come. But these are not 
enough. 

Brazil will ask for further credits. She 
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VOLTA REDONDA STEEL PLANT: Loans helped pay the bill 


takes President Truman’s attitude when 
he was in Rio de Janeiro recently as a 
sign that the credits will be forthcoming. 

Private capital from the U. S. is being 
welcomed to Brazil. U.S. companies are 
building factories of various kinds and 
exploring Brazilian resources. 

Ford and General Motors are expand- 
ing their plants at Sao Paulo. Studebaker 
and Nash are putting up plants. Willys 
is negotiating for use of the National 
Motors factory to turn out jeeps and 
station wagons. The Revere Copper and 
Brass Company, jointly with Brazilian 
interests, will open a big plant next 
month. General Electric is expanding its 
facilities. 

This flow of investment capital is 
expected to continue. In addition, there 
is a good chance that outside capital will 
be allowed to develop the oil industry of 
Brazil. 

Cautious hope, thus, is fairly general 
in business circles in Brazil. Businessmen 
recognize the fact that economic condi- 
tions are not good. They expect one or 
more painful shakeouts in the future. 
On the other hand, they believe that 
Brazil, whose best customer is the U. S., 
is better off now than Argentina, whose 
biggest market is the United Kingdom. 
They expect coffee, loans and _ invest- 
ments to solve the dollar problem. But 
they know that, if these expectations fall 
through, Brazil will be in serious trouble. 
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AIRPLANE FACTORY: Modern machinery has high priority 
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TITO LOOKS WEST FOR AID TO 5-YEAR PLAN 


Yugoslavia, dominated by Rus- 
sia, now is turning to the West- 
ern world in search of help for 
its ambitious Five-Year Plan. 

Marshal Tito is making eager 
overtures to win markets in the 
U. S., Latin America and West- 
ern Germany. 

With the first year of Tito’s 
Plan rapidly running out, Yugo- 
slavia is finding that it is to take 
more than Communist zeal and 
enthusiasm to make the five-year 
program succeed. 


oo °O 


@ Tito’s program calls for making Yugo- 
slavia into a semi-industrialized state by 
the end of 1951. This involves a revolu- 
tionary transformation, for in prewar 
Yugoslavia between 70 and 80 per cent 
of the population depended on agricul- 
ture. The industrial potential of the 
country was small. 

The blueprint, drafted along Soviet 
lines, sets a specific goal of 223 per cent 
more industrial production than in prewar 
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PLANNER TITO: The boys in Moscow haven‘t come across 
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days, pius 52 per cent greater production 
in agriculture. 

Some of the most ambitious industrial 
projects are assigned to the most back- 
ward areas. For example, Bosnia-Her- 
cegovina, Macedonia and Montenegro 
are supposed to multiply production 13 
times. These are areas where Tito’s fol- 
lowers are strongest. In marking these 
areas for special attention, Tito is apply- 
ing a policy that has made Soviet plan- 
ning a psychological success with the 
people. 

The cost of the entire program, as the 
accompanying chart shows, involves the 
expenditure of $3,480,000,000 in capital 
investments before the end of 1951. This 
is the equivalent of about one third the 
nation’s prewar income over a five-year 
span. 

Fulfillment of the Plan would have 
Yugoslavia processing her minerals and 
foodstuffs at home instead of exporting 
these commodities in crude form. In 
processed form, the exports could com- 
mand much higher prices. 

@ Lack of equipment is proving a big 
stumbling block in the way of Tito’s 
Five-Year Plan. It explains why Yugo- 
slavia is offering raw materials in Western 
markets in exchange for the machinery 
she cannot obtain from Soviet Russia or 
elsewhere. Without the necessary equip- 
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ment, the five-year goals become so much 
wishful thinking. 

Economic experts estimate that Yugo- 
slavia’s needs in machinery amount to 
about $1,030,000,000 worth. This is al- 
most one third of the total expenditure 
contemplated under Tito’s Plan. 

On the availability of machinery de- 
pends the success of almost every phase 
ot the program. Even agricultural goals, 
for example, are dependent to some ex- 
tent on an adequate supply of modern 
farm implements, tractors and fertilizer, 
all of which are to be produced in 
Yugoslavia—provided the manufacturing 
equipment can be obtained. Electric 
power is to be multiplied fourfold to serve 
the projected new industries, but first the 
heavy equipment and much of the dis- 
tribution net must be imported. And so 
it goes with mining, food processing, and 
the other enterprises of the Plan. 

@ Financing the intended purchases 
poses as big a problem for Tito as locat- 
ing the equipment to buy. 

Exports can pay only a small part of 
the biil even if they are restored to pre- 
war volume. At present, they are running 
about 55 per cent of prewar, but experts 
believe that the end of the Plan should 
find them averaging the prewar amount 
over the five-year period. With adjust- 
ment made for present prices, this would 
make the export income $240 million for 
the five years. That is enough to buy 
only 23 per cent of the $1,030,000,000 
worth of equipment needed. 

Existing credits from other nations 
consist only of five million dollars from 
Belgium, so far as is known. Despite 
Tito’s close link with the Kremlin, there 
has been no announcement of financial 
help from Moscow. 

Reparations promise dubious help. 
Italy is not scheduled to start paying 
reparations to Yugoslavia until 1950, and 
then only at the rate of $18 million a 
year. Tito is supposed to get a share of 
what Russia is taking from Germany, 
but no deliveries have been reported. 

Deficit to be financed, if Yugoslavia 
gets the needed equipment, thus amounts 
to about $750 million. Under present 
circumstances, credits or loans on such 
a scale could be obtained only from the 
industrial nations of the West, primarily 
from the U.S. | 

A bad name with investors, however, 
virtually dooms Yugoslavia’s chances of 
attracting Western capital. All the indus- 
tries and mines developed before the 
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GOALS OF YUGOSLAV FIVE-YEAR PLAN 


Figures in millions of dollars calculated at rate of 1% cents to the dinar 








Transport and 
communications 


$907 


war by the money and know-how of 
Western nations have been taken over by 
Titos Government. U.S., British and 
French investors all suffered. They are 
not likely to come to Tito’s aid at the 
risk of getting hurt again. 

@ Industrial skill is another department 
in which Tito’s program now finds it 
could use assistance from outside of the 
Soviet zone. Yugoslavs with technical or 
managerial talents were very scarce be- 
fore the war, and their numbers were de- 
pleted during the Nazi occupation and 
the Communist rise to power. 

Western know-how formerly played an 
important role in the operation of the 
mines and successful industries. How- 
ever, Tito summarily removed most key 
employes with Western connections when 
he expropriated these properties. Analysts 
note that the 1951 goals for copper, lead 
and zinc ores are below prewar capacity, 
although additional mines were gained 
from Italy. This might indicate that oper- 
ation of the mines is proving difficult 
without the engineering assistance from 
abroad. 
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Stopgap use is being made in Yugo- 
slav industry of technicians from among 
the 80,000 German war prisoners still 
held. But the efficiency of all specialists 
is reduced by the constant threat under 
which they work. If goals set by political 
planners are not met, the man is apt to 
be jailed as a saboteur. 

The labor force Tito hopes to create 

is to include 750,000 skilled workers by 
1951. This compares with 350,000 in 
1946. Nevertheless, the objective is low 
for the industrial program envisioned. In 
the 1929-37 period under free enterprise, 
the number of industrial workers rose 
from 225,104 to 717,674 to man a much 
more limited economy. 
@ Weakness of the entire Five-Year Plan, 
as economic experts appraise it today, is 
that it is out of line with the skills and 
capital available in the country. The 
goals set by Tito can be attained, experts 
agree. But the timetable for reaching 
them is much too fast for Yugoslavia’s 
present circumstances. 

Economists see only one chance of 
industrial goals being reached. First, they 
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say, Tito must get from the West all the 
credits, equipment and technical aid he 
needs. Second, he must make a 50 per 
cent cut in that part of the Five-Year 
Plan which calls for spending $1,993,- 
000,000 on social services, transport, 
housing and similar improvements in 
Yugoslavia. 

Unless Tito can do both, the indus- 
trial part of the Plan is unlikely to realize 
more than 25 to 40 per cent of its objec- 
tives. The more moderate agricultural 
goals have a far better chance of success. 
@ Future of the program thus is to be 
determined on Yugoslavia’s ability to 
bring about a satisfactory settlement of 
the differences that have antagonized the 
West. If Tito is successful in his current 
trade overtures, it will mark the first step 
toward improved relations. However, he 
will have to restore confidence in his 
political and economic policies to get the 
credits needed for his industrialization 
program. And even then, Yugoslavia’s re- 
sources would not be sufficient for all the 
social and domestic reforms that are sup- 
posed to be part and parcel of the Plan. 
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BRITAIN 
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1946 


While other nations are building up their shipbuilding 
industries, shipyards in the U.S. are closing down. More 
than half of all the merchant shipping now under con- 
struction is in British yards. Europe, despite its war-weak- 
ened economy, accounts for 9 out of every 10 ships now 
being built throughout the world. 

The downward turn in U. S. merchant marine activity 
is analyzed in a dispatch on page 14. The shift in ship- 
building shown in the Worldgraph reflects the longer- 
range prospect for American shipping. Today there is 
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266,905 








UNITED STATES 
587,278 


excess tonnage under the American flag, but it is becom- 
ing obsolete rapidly. 

U.S. shipyards provided one of the most dramatic 
chapters in the war effort. Peak production was reached 
in 1943, when 12'2 million tons of ships were built. In that 
year, nearly a million and a half workers produced 1,661 
vessels. Then the national need was for ships at any 
price. Under peacetime conditions, other nations can 
build ships far more cheaply than U.S. builders, who 
must pay more for both materials and labor. 


















HIFT IN SHIPBUILDING 
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NETHERLANDS 
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The Worldgraph shows construction in the six lead- 
ing shipbuilding countries in mid-1947, and a comparison 
with the situation one year earlier. By mid-1946, U.S. 
ships under construction had dropped below 600,000 tons, 
while the British total was nearly three times as great. 

By the middle of this year, as the Worldgraph shows, 
British construction had topped two million tons. British 
yards were building 11 ships for every one built in the 
U.S. Four other European nations had passed the U. S. 
Most rapid strides were made by French shipbuilders. 
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Starting from nothing after the years of German occupa- 
tion and fighting, the French have pushed their total 
tonnage under construction up to a figure 25 per cent 
higher than the U. S. 

New ships on U.S. ways now provide jobs for only 
40,000, less than 3 per cent of the wartime peak. Most of 
the ships now building will be completed by the year’s 
end. Before the end of 1948, shipbuilding in the United 
States may be down to almost nothing compared with 
the rest of the world. 
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There is growing concern in the 
Western world lest Russia take the 
place vacated by Germany and Ja- 
pan as the major obstacle to West- 
ern ideas for the orderly develop- 
ment of world security and progress. 
World Report presents an analysis 
of the arguments behind this fear. 


— Is ALMOST the complete antith- 
esis of prewar Germany and Japan 
in the basic factors that are supposed to 
determine the behavior of nations. If 
Russia really is embarking on much the 
same course as that which brought those 
nations to disaster, it must be for quite 
different reasons, peculiar to the Soviet 
system. 

Germany and Japan were new- 
comers among the great powers. Both 
were small in area and hedged about, 
one by independent neighbors, the other 
by the sea. Each had a relatively large, 
fast-growing, hard-working population 


that lent itself readily to discipline and * 


firm leadership. 

Both nations were militaristic by tradi- 
tion and development. Both possessed 
great military power. Japan lacked 
Germany's economic strength, but en- 
joyed a better strategic position. Each 
was the leading industrial nation in its 
part of the world, but neither was self- 
sufficient in natural resources or food. 

In marked contrast to Germany and 
Japan, Russia is a great power of long 
standing. It is the largest nation in the 
world, with the largest white popula- 
tion. It has grown by a long-continued 
process of expansion—the recent war 
adding 270,000 square miles and 24 
million people. On the west, it is bor- 
dered in depth by friendly, subservient 
states—on the other borders by weak 
and backward nations. Historically, Rus- 
sians are not a militaristic people. 

During World War II, Russia had the 
support and assistance of the U.S. and 
Great Britain as allies. Since the war 
the U.S. and Britain have made the ut- 
most effort to bring Russia into co-op- 
eration with them. With the defeat of 
Germany and Japan there remains no 


nation capable of threatening, much less 
successfully invading, the Soviet bor- 
ders. 

But, while Russia is old in years, it is 
young in development. Before the revo- 
lution of 1917, the industrial age had 
left Russia comparatively untouched. 
When World War II came, the inten- 
sive efforts of 20 years had only begun 
the process of making the nation self- 
supporting. In industrial development, 
Russia is the opposite of prewar Ger- 
many and Japan. 

A Western mind that could detach 
itself from the recent war and take an 
objective view of Germany and Japan 
might well find some logic in the actions 
of these two countries. The Germans 
and the Japanese were endowed with 
the urge to grow and to dominate. 
They were fenced in by fate in areas 
inadequate in size and resources. They 
needed no help for industrial develop- 
ment. What they wanted was more 
space and more raw materials. They 
tried to break out before they were 
ready. 

With Russia, the case would seem to 
be just the reverse. It has land and pop- 
ulation in abundance, unlimited natural 
resources, unequalled military security. 
Other nations desire to co-operate with 
her. Industrially, Russia is a young coun- 
try needing above all, time, peace and 
outside help. To most minds these 
factors could point to only one logical 
policy—namely, a zealous attachment to 
the cause of world security and progress, 
manifest in full co-operation with all 
nations. 

But to the non-Soviet world, it ap- 
pears that the rulers of Russia, on re- 
viewing their country’s situation, have 
come out with exactly the opposite 
answer. The democravies feel that where 
the Russians should be satisfied, they 
are disgruntled and complaining; that 
where they should be co-operative, they 
are truculent and obstructive. Although 
Russia is one of the most secure among 
nations, the Soviet leaders are fearful. 
Although they profess to see a threat in 
the atomic bomb, they will not help to 
control it. Their country sorely needs 
outside help, yet they decline the co- 


RUSSIA’S WORLD POLICIES: DO THEY 
PARALLEL PREWAR COURSE OF AXIS? 





operation that could bring it. In fact, 
they seem to have arrived at much the 
same policy as prewar Germany and 
Japan from almost exactly the opposite 
set of conditions. What is the explana- 
tion? 

The rulers of Russia may have an ob- 
jective other than that of normal na- 
tional security and progress, In other 
words; they may be bent on a course of 
aggressive expansion. Or they may in- 
tend, for what they consider adequate 
reasons, to pursue their objective, what- 
ever it is, by other than normal means. 

But the mere intent of aggressive ex- 
pansion is not an adequate explanation 
of Russia’s policy—for the reason that 
her present course does not seem to be 
the most reasonable and logical way to 
accomplish that end. 

Whatever scheme the Russian rulers 
may have in mind for the aggrandize- 
ment of Russia, it must include at some 
stage the reconstruction and over-all 
development of Soviet economy and self- 
sufficiency. Traditionally, such a de- 
velopment is prerequisite to a success- 
ful policy of aggression. 

Furthermore, having once laid this 
firm foundation, Russia then would be 
in the strongest position to embark on 
a policy of aggression, if desired. 

In other words, whether Russian 
policy is based on a reasonable degree of 
self-interest or is definitely aggressive 
and expansionist, the Soviet leaders 
must have some special seasons for act- 
ing as they do, rather than following 
what the big democracies consider the 
more normal and more promising course 
of becoming a co-operating member of 
the family of nations. 

The desire to spread the doctrine and 
practice of communism is the first of the 
special reasons that comes to mind. In 
the opinion of most qualified observers, 
however, this is not an adequate expla- 
nation. Communism as an ideological 
concept has been so extensively revised 
in Russia and so variously presented to 
meet political requirements in other 
countries, that it has come to be re- 
garded abroad more as a _ technique 
than as a driving ideological force. 

There remain three factors in the sit- 
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Russia, safe from attack, needs peace to build up strength 
But Soviet leaders reject Western ideas of world co-oper- 
A threat of Soviet expansion creates danger spots all 


What are the answers to the puzzle of Russian policy? 
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uation that collectively offer outsiders 
the best explanation they can find for 
Russia's course of action. 

The first is that of timing. By their 
own statements, the Russians are con- 
vinced that the doom of capitalism is 
near. Great Britain, second of the West- 
ern powers, is in dire straits. The same 
is true of France and Italy. The U. S., 
dominant leader of the democracies, is 
untried in leadership and has a system 
of government not readily adaptable to 
emergency action in world affairs. The 
Russian rulers may believe that, if they 
seriously consider a policy of aggressive 
expansion, there is no time like the 
present, 

The Soviet leaders may also believe 
that they have developed a new and 
potent weapon of undeclared warfare, 
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against which there is, as yet, no ade- 
quate defense. This weapon, available 
to them but not to their opponents, is 
the infiltration technique of forming 
Soviet-controlled, minority _ political 
parties in all non-Soviet countries. At a 
minimum, these groups are a nuisance to 
local governments. At a maximum, they 
may seize control of the nation. In be- 
tween, they are an ever-present force, 
tending to weaken a country as a poten- 
tial enemy of Russia, and to soften it 
up as a possible victim. 

But there appears to be a third rea- 
son, probably. as compelling as both of 
the first two for the course of Russia’s 
rulers. A widespread belief exists that 
these rulers could not, even if they 
would, follow a policy of co-operation. 
The reasoning back of this belief is that 


COMRADES BULGANIN, MOLOTOV AND STALIN: Are they prisoners 


neither internally nor externally is the 
Soviet system adapted to full operating 
membership in the community of na- 
tions. It might well be exposed in all its 
defects. Many authorities on Russia con- 
sider that the Soviet leaders are the 
victims of their own creation, that they 
would not survive a change in the sys- 
tem they have built, and that they ave 
not the type of men to expose them- 
selves to the risk that changes might 
involve. 

The conviction appears to be growing 
that these are the three controlling 
reasons why Russia, against the logic 
of her own best interests as they appear 
to the Western mind, seems to be follow- 
ing in the footsteps of Germany and 
Japan on a course of aggressive ex- 
pansion. Those who accept this thesis 
now contend that the leaders of the 
democracies should concentrate their 
efforts on combating and overcoming 
tiiese factors. They believe that the 
capitalistic system will have to prove its 
capacity to rebuild the Western world, 
and function more effectively than the 
Russian system; that the Western na- 
tions must find an effective defense 
against the new weapon of communistic 
minorities—and that eventually the 
democratic system will have to wear 
down the Soviet system, until its leaders 
fall with it. 
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Natural rubber now has a 
chance to recapture nearly two 
thirds of the U. S. market. 

Production of synthetic rubber 
is to decline further and the U. S. 
is going to step up military stock- 
piling of natural rubber. 

These developments are cheer- 
ing to rubber producers of the 
Far East. Both the British and 
Dutch hope to earn more U.S. 
dollars from their rubber exports. 


oo 90 


@ Controls over use of natural rubber 
in the U.S. are being eased. 

Manufacturers of 30,000 products now 
can use all the natural rubber they like. 
Previously, they were required to use a 
certain proportion of synthetic. Hose, 
belting, hot-water bottles and thousands 
of other products will be affected by the 
new order. These products normally ac- 
count for about 30 per cent of U.S. 
rubber consumption. 

Automobile tires and tubes and a few 
other items still will have to use as much 
synthetic rubber as before, however. The 
great bulk of U.S. rubber supplies goes 
into the making of tires and tubes. 

Net result of the new regulation is that 
natural rubber will account for a little 
less than two thirds of the U.S. market. 

In the years just before the war, nat- 
ural rubber had a virtual monopoly in 
America. Synthetic production was ham- 
pered by actions of the German combine, 
I.G. Farbenindustrie. 

During the war, the U.S. was cut off 
from the principal sources of natural 
rubber in the East Indies and Malaya. 
Attempts by the Reconstruction Finance 
Corporation to build up stocks in 1941- 
42 fell short of their goal. 

As a result, use of natural rubber was 
strictly curtailed during the war. Plant 
facilities for making synthetic were ex- 
panded and production was pushed by 
the Government. 

As the chart shows, consumption of 
natural rubber fell from 99 per cent of 
the total as the war started to only 11 per 
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MORE RAW RUBBER FOR U. S. 
WITH EASING OF CONTROLS 


cent late in 1945. Synthetic rubber thus 
forced the natural variety into a relatively 
insignificant place in American manu- 
facturing. 

Since then, recovery of production in 

the Far East has allowed more and more 
natural rubber to be used. As natural 
rubber has gained, synthetic has lost. By 
July of this year 52 per cent of the new 
rubber used in America was natural. In 
August, the figure was 58 per cent. 
@ Present policy is to keep in operation 
one third of the synthetic capacity in the 
U.S. The rest will be put in stand-by con- 
dition against another emergency. This 
policy will put a ceiling, for the time be- 
ing, on the amount of natural rubber the 
U.S. can take for commercial use. 

Later on, perhaps in 1948, the U.S. 
Congress may look into the possibility 
of letting more natural rubber be used. 
This would be to the liking of U.S. rub- 
ber manufacturers. But the military au- 
thorities may object. They want to keep 
plenty of synthetic capacity going. The 
U.S. wants never again to be at the 
complete mercy of the rubber growers. 
q@ A stockpile of natural rubber is to be 
built up by the U.S. Army and Navy 


Munitions Board. First purchases, to be 
made shortly, will be 10,000 tons of the 
highest grades. 

The stocks of U.S. Government rub- 
ber recently turned over to the Board do 
not contain much high-grade rubber. 

Purchasing plans of the Munitions 

Board are secret. But advantage will be 
taken of present low prices. 
@ Rubber growers in the Far East have 
been facing many problems. Prices 
dropped about 40 per cent last spring 
after a free market was established. 

In Malaya, plantation workers de- 
mands for higher wages, plus higher 
costs generally, complicated matters. But 
production from trees rested during the 
war has been huge. 

The East Indies growers have been 
hampered by internal strife. In Dutch- 
controlled areas, output has been small. 
However, Indonesians and Chinese op- 
erators in Sumatra managed to smuggle 
large quantities of rubber to Singapore. 

Rubber growers welcome the easing 
of U. S. restrictions. But they worry over 
the fact that over-all consumption of 
rubber in the U.S. is tending to decline 
somewhat. They hope that fewer controls 
in the U.S., plus stockpiling, will help 
their sales. Recent increases in rubber 
prices bear out this hope. 

The bonanza has not come for rubber 
growers. But the possibility of earning 
more dollars through rubber sales is im- 
proved by the U.S. Government's new 
orders. 
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American Concerns Can Sell to Russia 
And What the Soviet Offers in Return 





The U. S. Government is getting an in- 
creasing number of inquiries from Amer- 
ican companies asking how to do busi- 
ness with Russia. 

Some manufacturers are showing new 
interest in possible sales to the Soviet 
Union as other nations run out of dol- 
lars. Russia is able to make deficits in her 
American trade by drawing on dollar 
balances or selling gold to the U.S. 
Treasury. Most recent estimates are that 
Soviet mines are producing gold at an 
annual rate of $200 million or more. 


Who handles Russian trade? 

In the U.S., all important buying and 
selling for the Soviet Union is the exclu- 
sive responsibility of the Amtorg Trading 
Corporation. Only exceptions are small 
organizations that deal in films, photo- 
graphs, books and music. 


What is Amtorg? 

Amtorg is a New York corporation 
chartered in 1924 as the official agency 
in the U. S. for import, export and indus- 
trial organizations in Russia. It represents 
the Ministry of Foreign Trade of the 
U.S.S.R., which presides over the Soviet 
Government's monopoly of purchases 
from and sales to other countries. As an 
American corporation, Amtorg may be 
held legally responsible, by provisions in 
contracts, for the acts of its officials. The 
Russian trading agency makes most of 
its buying and selling conform to the 
plan developed each year by the State 
Planning Commission at Moscow. 


Where is Amtorg located? 

Amtorg maintains headquarters at 210 
Madison Avenue, New York 16, N. Y. 
Some 60 officials of Soviet “combines”— 
trusts controlling industry and transpor- 
tation—now are stationed in New York. 


How are U. S. goods bought? 


For buying U.S. products, Amtorg 
usually solicits bids from suppliers and 
compares them as to prices, terms and 
delivery dates. Like all big purchasers, 
Amtorg takes advantage of competition 
among manufacturers. Companies ap- 
proaching Amtorg when no bids are 
called for get a quick response if the Rus- 
sian agency is interested. Otherwise, they 
often get no answer at all, Offers of 
goods outside the trade plan ordinarily 
are referred to Moscow for consideration. 


What about export licenses? 


A new clause is being inserted in Am- 
torg contracts for gcods requiring U. S. 
export licenses. It reserves the right to 
—— no license has been granted by 
the fife the goods are ready for ship- 


ment. This complicates the problems of 
American manufacturers because most 
commodities ordered by the Russians are 
under “general license.” Such a provi- 
sion indicates that approval to ship will 
be granted, but there is no guarantee 
that the general license will not be with- 
drawn while goods are being manufac- 
tured. In the case of heavy machinery 
made according to Russian specifications, 
U.S. firms would have trouble selling it 
for use in other countries. Exporters have 
asked the U.S. Government to consider 
specific licensing for Russian orders. This 
would assure permission to ship when the 
contract is fulfilled. 


How does Russia sell? 


Most Russian sales to U.S. firms are 
for cash, with immediate delivery being 
made by Amtorg from warehouses. Some 
contracts, however, are on a consignment 
basis, with American companies settling 
for goods as sales to ultimate consumers 
are completed. Forward contracts also 
are made by Amtorg with large U.S. 
purchasers. These call for. deliveries of 
Russian goods in regular quantities each 
month. To introduce new products, Am- 
torg writes directly to prospective buy- 
ers in the United States and offers sam- 
ples. If these are asked for, the Russian 
agents quote a minimum price at the out- 
set. Their attitude then is: “Take it or 
leave it.” 


What does Amftorg buy? 


Principal U.S. purchases for shipment 
to Russia in recent months have been 
iron and steel, mining and oil-well ma- 
chinery, textiles, canned meats, and elec- 
trical, industrial and construction equip- 
ment. Engineers representing Amtorg 
now are in the market for U. S. machine 
tools. 


What does it sell to U. S.? 

Bulk of Russian products sold in the 
U.S. this year by Amtorg is made up 
of furs, manganese, chrome, platinum, 
palladium, cut diamonds, tobacco, bris- 
tles, cotton linters and waste, flax, ani- 
mal hairs, oils for perfumes, caviar and 
sausage casings. Most of the ores are 
taken by agents acting for the United 
States Government, which is building 
strategic stockpiles of minerals. Forty 
American buyers bought furs directly 
from Russia this summer at the Leningrad 
auction. 


How are U. S. goods inspected? 
Officials of Amtorg make frequent in- 
spections of goods being processed at 
U.S. factories. Some plants invite young 
Russian engineers as students if the prod- 


uct ordered is not familiar to Soviet 
users. In special cases, Amtorg entrusts its 
inspection to qualified U.S. engineers. 


What are payment terms? 

Payment by Amtorg for orders placed 
in the U.S. is made either before ship- 
ment from the factory or by presenta- 
tion of shipping invoices by the seller to 
the Chase National Bank of New York. 
Before the war, standard terms of pay- 
ment were 45 days after shipment of 
goods, but few recent contracts have 
had that provision. 


What are packing requirements? 
Most Amtorg requirements specify that 
goods shall be packed for shipment to 
conform with instructions in the U.S. 
Government manual, “Modern Export 
Packing.” This book was prepared in 
1940 by the Bureau of Foreign and Do- 
mestic Commerce. It may be obtained 
from the Superintendent of Documents, 
Washington, D. C., for one dollar. 


How about security safeguards? 

Businessmen dealing in articles that 
may involve military security of the U. S. 
should get approval from the State De- 
partment before entering into negotia- 
tions with Amtorg. Descriptions of pro- 
posed transactions can be addressed to 
the Secretary of State, Washington 25, 
D.C, 


How are U.S. patents handled? 
U.S. patents are admitted into the 
Soviet Union on payment of a scheduled 
fee. The only possible user, however, is 
an agency of the Russian Government. 
Many patent holders prefer to negotiate 
a direct sale with Amtorg rather than 
try to arrange for royalties, which in 
other countries might be increased by 
competition among prospective users. 


How are orders shipped? 


Goods bought by Amtorg are shipped 
through the Sovtorgflot (Soviet Merchant 
Fleet) of Moscow. This agency operates 
Russian ships and charters vessels of 
other countries as they are needed. Two 
American lines get the majority of such 
charters, one for goods destined for Rus- 
sias northern ports and the other for 
shipments to ports on the Black Sea. 


What about cargo insurance? 

Amtorg insures all cargoes originating 
in the U.S. with the Gosstrakh (State 
Insurance Company) of Moscow. This 
agency operates through the Black Sea 
and Baltic Insurance Company of Lon- 
don, an English-Russian firm. Most risks 
are reinsured with British companies, 
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J. in the Stainless Steel Coaches: Say “hello” to a traveling 
companion you can depend on. Your Unseen Friend, 
Nickel, is in the Stainless Steel that makes these sleek 


cars extra strong ...therefore, extra safe... 


3. In the Air-conditioned Cars: Your Unseen Friend keeps an 
eye on the weather. Nickel is in the thermostats and 
in the equipment and batteries used to condition the air... 





@ 1947, T. 1. N. Co. 





2. in the Spotiess Metal Kitchens: You could eat off these 
silvery-clean Monel and Stainless Steel surfaces. Tables, 
sinks and pans made of these Nickel alloys won’t chip. 
No cracks for dirt or germs... 


“Your Unseen Friend” rides with you 
...every mile of the way 


OF SERVICE 


Nickel 


...Your Unseen Friend 








4. in the Private Washroom Unit: Here’s everything you need, 
in two square feet! Made of Monel, it’s rustproof, 
chip-proof, easy to keep sparkling bright... 


Thus, Nickel helps bring you better products and serv- 
ices. It’s used not only to make things look better, but in 
many other ways you seldom see. 


That’s why Nickel is called .. .““ Your Unseen Friend.” 
Write for your free copy of “The Romance of Nickel.” This 
illustrated 60-page booklet tells the story of Nickel from 
ancient discovery to modern-day use. Address Dept. 68. 


THE INTERNATIONAL NICKEL COMPANY, INC., NEW YORK 5, W. Y. 


DY iS ie ‘ 
World Commerce Industry 








SZ 


~~ ae os 
“ 





For World Report 
Issue of September 23, 1947 
Volume 3, No. 13 
The European crisis threatens to move in on U.S. consumers in a big way. 
Indirect effects already are being felt in higher food prices. 
The short corn crop, smallest since 1936, is having a chain reaction. 
; Less corn means more wheat will be used to feed livestock. The wheat crop 
is big, but not big enough to feed humans and animals in the U.S. and still 
leave enough for continued heavy exports. The all-around situation in grains 
gets tighter daily. Result: rising prices for grains. 
Rise in feed prices is being reflected in markets for meat, butter, eggs. 
Washington, facing calls for further relief, already is talking about the 
need for controlling food consumption in the U.S. Restrictions on millers and 
distillers and the darker bread of early 1946 are recalled. Voluntary restric- 
tions are preferred. But they may not do the job. More controls may be in the 
wind. But they will have to be fought through the halls of Congress. 





























Alternative to controls is a sharp decline in U.S. grain exports. 

In the year ended June 30, shipments abroad ran to 567 million bushels. 

This year, grain exports are to slump to 500 million or less. 

Actually, they may be much lower, if cold weather cuts the corn supply fur- 
ther. Frosts are a real threat. If they come at the normal time, only about 75 
per cent of U.S. corn will have matured. 

Threat of frosts and fear of dry weather next year will make the U.S. 
Department of Agriculture go slow on grain exports from now on. 

July and August shipments abroad averaged 71 million bushels a month. 

But this autumn grain exports will fall to around 40 million bushels a 
month. That won't reflect dollar shortages. It's just insurance. The U.S. may 
want to help Europe, but she also wants to assure a big carry-over of grain in 
case of bad weather during next year's growing season. 

















Limits to aid by the World Bank in the current crisis now are clearly seen. 

No stopgap aid to Western Europe will be offered by the Bank. 

Only loans for productive purposes, for specific projects, will be consid- 
ered. Only projects that should pay out over the years will be approved. The 
Bank is going to stick to its guns, play only by its own rules. 

Thus, France may get another $250 million from the Bank. But these dollars 
are to go for coal, machinery and cement, not for food. 

Italy, too, may get a loan later in the autumn, but it will not be for the 
makings of spaghetti. It might be for textile machinery or electric generators. 

The Ruhr is not to get a loan soon. Several governments would have to guar- 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


antee such a loan. Also, the Bank looks with suspicion on the way things are 
being handled inside Germany. There seems to be too many masters. Besides, the 
whole level-of-industry concept gets into the political realm. The Bank would 
rather not get in the middle of the muddle. 

Britain has been slow to apply for a World Bank loan. It undoubtedly can 
get one. But it would take several months to set it up. 

Dollars now in the Bank's till are none too numerous. There are about $475 
million on hand. Loans to France, Italy and possibly to a Latin-American coun- 
try would soak up most of these. , 

More dollars could be obtained from sale of more bonds in the U.S. 

But the Bank's officers are not anxious to sell more bonds right now. 
Prices of the Bank's outstanding bonds are none too firm. 

Also, U.S. investors may be skittish this autumn. Wall Street doesn't like 
the looks of things in Europe right now. Need for relief might not mix well 
with a sales campaign for World Bank bonds. But bonds will have to be sold some- 
time. Eventually about three billion dollars worth will be sold in the U.S. 

















Chances are that the World Bank will have a key role in long-range help for 
Western Europe, the Marshall Plan proper. 

The Bank is expected to take up some of the slack resulting from reduction 
of the Paris estimates of the dollar needs of 16 countries seeking U.S. aid. 

Most machinery and other capital goods have been cut out of the Paris ver- 
Sion of the Marshall Plan. Instead, the World Bank will be asked for loans cov- 
ering such items. This maneuver shaves the dollar size of the Marshall Plan. But, 
in the end, the Bank will have to get the necessary dollars from the U.S. anyway. 











Britain is thinking about pulling up financial stakes in Western Germany. 

Last December, the U.S. and Britain each agreed to contribute $500 million 
@ year for three years to the support of the two zones. 

But now the drain is far beyond Britain's ability to pay. Cutoff of the 
U.S. loan means that Britain no longer can pay out many dollars in Germany. But 
she will keep her troops there for a while longer. They are paid in pounds. 

The U.S. will gradually take over the money burden in Western Germany. 

Really, what is being suggested to the U.S. is a concealed loan to Britain. 
Taking over of her obligations amounts to that. Cover-up would be a big defi- 
ciency appropriation for German occupation costs. The U.S. Congress will not like 
to vote this appropriation. There may be a lot of huffing and puffing. But, in 
the end, the U.S. will have to supply most of the dollars or pull out of Germany. 




















Mexico is backing water on her oil policy.... 

To attract U.S. capital, the Mexican Government is taking advantage of loop- 
holes in her nationalization laws. 

A U.S. oilman, for the first time since 1938, is to share in Mexico's oil 
production. He gets no concession or property rights. But in return for drill- 
ing test wells he is paid in cash or in oil. Export rights are included. 

A similar deal is in the works with a big U.S. company. 

Importance of these deals is that they show that Mexico finally realizes 
that Pemex, the Government monopoly in oil production, can't go on alone. 

Mexico used to be an important factor in the export of oil. Now she barely 
produces enough for her own use. U.S. oilmen again have their feet in the door. 
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MARSHALL’S “GENERAL STAFF’: 





" Gags developments now are com- 
ing so fast in world affairs that the 
U. S. is finding it impossible to blueprint 
an over-all American policy at long range. 
THE KENNAN GROUP, set up by Sec- 
retary of State George Marshall to chart 
American diplomacy years ahead, is be- 
ing forced to map U. S. moves, almost on 
a day-to-day basis. 

The group is being used by Secretary 
Marshall as his “general staff.” Known 
officially as the Policy Planning Staff, it is 
headed by career diplomat GEORGE 
FROST KENNAN, an expert on Russian 
affairs. Three other career diplomats and 
three State Department officials—a law- 
yer, an economist and an administrator— 
are Kennan’s colleagues on the seven-man 
board. 

After four months of experience, they 
say they have discovered that “world 
events pile up so rapidly these days that 
long-range planning means thinking at 
most six weeks ahead.” 

Kennan’s recent flight to Paris to 
straighten out tangles in the Marshall 
Plan revealed the new role of his staff. 
American delegates to the U. N. General 
Assembly in New York are following a 
course of action charted in large part by 
Kennan’s board. 

In the past, U.S. policy abroad usual- 





The split between Rus- 
sia and the U. S. is grow- 
ing wider. 

Around the _ world, 
American policy is aimed 
at preventing the spread 
of Soviet influence be- 
yond its present borders. 

Keeping this policy ac- 
tive and abreast of day- 
by-day developments is 
the job of The Kennan 
Group, Secretary of State 
Marshall's ‘general staff’ 
on world affairs. 











THE MAKERS OF U.S. POLICY 


ly has taken form from the current ac- 
tions of U.S. diplomats, rather than 
emerging from long-range plans. The 
Kennan group now sees its job as one of 
co-ordinating these actions into a single 
pattern. U.S. policy, as the planners see 
it, must derive from the following 
premises: 

Premise No. 1 is that agreement with 
Russia is impossible at present, and no 
longer should be sought as a primary 
objective. Negotiation with the Russians 
is not to be relied upon as a major diplo- 
matic tool. 

Premise No. 2 is that Russia must be 
contained and kept to the part of the 
world it now dominates. 

Premise No. 3 is that primary empha- 

sis must be placed on speeding up re- 
covery in the Western world. 
@ The seven planners meet daily in a 
quiet conference room to apply these 
principles to the problems arising in 
U.S. diplomacy. They are separated 
from Secretary Marshall's adjoining of- 
fice only by a closed door. At times their 
sessions last far into the night. 

The planners get their problems from 
Secretary Marshall and Under Secretary 
Robert Lovett. But they may also step 
in on their own initiative to study any 
program they feel does not conform to 
U. S. objectives. They are not relying on 
their own thinking alone. Experts are be- 
ing called in from many branches of the 
Government, as well as from private life. 

The planners’ conclusions, however, 
are never final decisions. They have no 
authority to issue directives. Their ad- 
vice goes to Lovett and Marshall. But 
most of their recommendations so far 
have been approved and put into action. 

The seven members of the Kennan 
group bring varied experience to their 
job. But they share a common viewpoint. 

JOHN PATON DAVIES, JR., 39, is 
the Staff's No. 2 expert on Russia, after 
Kennan. He returned to Washington last 
summer after almost two and one-half 
years in Moscow. He also doubles as the 
group s Far Eastern authority. The son of 
missionaries, Davies was born and edu- 
cated in China. Most of his diplomatic 
service has been on the Asiatic mainland. 
He speaks Chinese well enough to ex- 
change subtle witticisms with Chinese 
scholars. 

During the war, Davies was political 
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He heads the planners 


adviser to the late Gen. Joseph W. Stil- 
well in China, Burma and India. 

CARLTON SAVAGE, 49, executive 
secretary of the group, is the chief ad- 
ministrative officer. Once the principal of 
a high school in Oregon, he has been a 
State Department official for 20 years. 
He was a member of Cordell Hull's per- 
sonal secretariat and served as admin- 
istrative assistant to Hull’s successors. 

JACQUES JOSEPH REINSTEIN, 36, 
is the Staff's only economist. He also is 
economic adviser to Assistant Secretary 
of State Willard Thorp in preparing the 
Marshall Plan. Georgia-born, Reinstein 
has been a Government economist since 
1933, when he joined the National Re- 
covery Administration. He has held top 
posts in the economic and financial divi- 
sions of the State Department since 1936. 

HENRY SERRANO VILLARD, 47, a 
career diplomat for 19 years, formerly 
was deputy director of the Office of Near 
Eastern and African Affairs. A New 
Yorker and a Harvard graduate, he 
worked as a teacher, newspaperman, real 
estate broker and publicity man before 
entering the Foreign Service. 

GEORGE HOWLAND BUTLER, 53, 
is the Staff expert on Latin America, 
Until recently, he was Ambassador to the 
Dominican Republic. Like Kennan, he 
holds the rank of career minister and has 
been a Foreign Service officer for 21 
years. He has held diplomatic posts in 
Bolivia, Paraguay, Chile, Peru, Panama 
and Canada. 

ISAAC NEWTON PHELPS STOKES, 
40, like Davies, is the son of a clergyman. 
His father is the Rev. Anson Phelps 
Stokes, former Canon of Washington's 
Episcopal Cathedral. A New Deal lawyer, 
the younger Stokes helped write and ad- 
minister the Securities and Exchange 
Act, and later served as assistant general 
counsel of the War Production Board. 
For the last two years, he has been an 
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He specializes on Latin America 


associate division chief in the branch of 
the State Department that deals with 
United Nations affairs. 

@ Kennan acts as chairman at all con- 
ferences. Tall and lean, with a high fore- 
head accentuated by a receding hairline, 
he has been a diplomat since 1926. A 
nephew of George Kennan, an American 
authority on Czarist Russia, he began his 
own studies of Russia in 1928, when he 
was assigned as vice consul at Tallinn, 
Estonia. For five years, in the Baltic 
states and Berlin, he studied the Russian 
language and delved into Russian litera- 
ture, history, philosophy and Soviet law 
and economics. 

When the U.S. recognized the Soviet 
Union in 1933, Kennan went to Moscow 
with Ambassador William Bullitt. He 
returned for two subsequent tours of 
duty in 1935-37 and 1944-46, spending 
a total of five years in Russia. He was in 
Prague when World War II broke out. 
Transferred immediately to Berlin, he 
remained there for three years, six months 
as an internee after Pearl Harbor. Other 
assignments have taken him to Vienna, 
Lisbon and London. 

Kennan, 43, is widely read. His favor- 
ite books are Plato’s “Republic” and Gib- 
bon’s “Decline and Fall of the Roman 
Empire.” He is well-versed in Tolstoy, 
Doestoevski and other Russian classics. 

With his first visit to Moscow, Kennan 
became critical of the Soviet regime. He 
disagreed with much of Russia’s conduct 
during the war when U. S.-Soviet colla- 
boration was at its highest point. He 
urged a stern policy toward Moscow as 
early as 1944. In the last year, U.S. 
policy has come parallel with his views. 

Kennan’s ideas were given wide pub- 
licity last summer when he wrote an 
article on Soviet policy under the pseu- 
donym of “Mr. X” which appeared in the 
magazine “Foreign Affairs.” 

The thesis, set forth in Kennan’s article 
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and in his State Department reports is 
that the Kremlin is committed to the 
spread of communism and the geographic 
expansion of Soviet power with the end 
goal of world domination. He believes 
that real friendship between the U. S. and 
the present Soviet Government is im- 
possible. Concessions by the U.S., he 
argues, will not pave the way for peaceful 
collaboration, but for further Soviet de- 
mands. 

Kennan concludes, therefore, that fur- 
ther talk with the Russians is useless at 
present. In negotiations with Russia, 
he feels, the U. S. must not retreat from 
basic American principles. At the same 
time, he wants the U.S. to use actions, 
rather than words, at every point where 
it thinks it detects Soviet expansionist 
tendencies—actions to frustrate Soviet 
policy and to contain Soviet influence 
within its present borders. 

If frustrated, Kennan says, the Soviet 

regime may collapse from internal weak- 
ness, or mellow to a point where an op- 
erating basis between Russia and the 
U.S. can be found. 
@ Critics, who agree with Kennan’s 
thesis that Soviet power must be “con- 
tained,” argue that his proposed tactics 
spread American resources too thin. They 
say that instead of resisting Soviet pres- 
sure at every point the U.S. should hold 
the strong points, letting the weak ones 
go. They call for more emphasis on build- 
ing up U.S. allies in Western Europe 
through economic and financial aid. 

Other critics do not agree with Ken- 
nan’s pessimism on negotiation with the 
Russians, difficult though such negotia- 
tions are. They point out that former 
Secretary of State James F. Byrnes con- 
cluded the Italian and satellite treaties, 
although this took 18 months. 

As for Soviet collapse through internal 
weakness, Kennan’s critics argue that 
men of his views in the State Department 
have been predicting collapse of the 
Soviet regime since the 1917 revolution. 

Another view, based on an optimistic 
evaluation of Soviet intentions, is that 
of former Vice President Henry Wallace. 
Wallace does not regard the Kremlin 
as necessarily bent on world revolution. 
He says U. S.-Soviet friendship ultimately 
is possible, although it may take decades 
to allay Soviet suspicions. 

The critics’ views, however, are little 

heard in the paneled conference room 
where Kennan’s planners meet. Kennan’s 
ideas, with minor variations, are shared 
by all members of his Staff. Moreover, the 
Kennan group disclaims responsibility 
for setting the basic lines of U.S. policy 
abroad. 
@ American policy, in the planners’ 
view, is the end result of a complex politi- 
cal process, in which they are only one 
link. The President and leaders of both 
parties in Congress make the basic de- 
cisions, in conjunction with Secretary 
Marshall. 


Other men, outside the Planning Staff, 
are more influential in charting the major 
course of U.S. diplomacy. Among them 
are Under Secretaries of State Lovett 
and Will Clayton, Admiral William D. 
Leahy, the President’s Chief of Staff, 
Secretary of Commerce Averill Harriman 
and Secretary of Defense James Forrestal. 
Other important policy-makers include 
ambassadors abroad and, particularly, 
Gen. Douglas MacArthur in Tokyo and 
Gen. Lucius Clay in Berlin. 

All these men have had a part during 

the last 18 months in fixing the official 
U. S. attitude toward Russia. The manner 
in which this attitude is translated into 
current diplomatic maneuvers, however, 
depends in good part on the advice given 
to Secretary Marshall by his seven-man 
Planning Staff. 
@ Avoiding crises in U.S. policy has 
beer one of the objectives of the Kennan 
group. In the past, failure to do advance 
planning has forced the State Depart- 
ment again and again to improvise solu- 
tions after crises arise. Kennan’s group 
wants to anticipate pitfalls and to pre- 
pare programs to cope with problems be- 
fore they assume crisis proportions. 

The Marshall Plan, which Kennan 
helped draft, was one such effort. But it 
got started too late to forestall an emer- 
gency in Europe. Now Washington is 
confronted by a crisis developing from 
an acute shortage of dollars and materials 
in some of the biggest countries within 
the Marshall Plan area. 

“We hope to be more successful in the 
future,” one of Kennan’s planners says. 
“What happened this time was that we 
found ourselves running alongside a 
moving train, like a railroad brakeman. 
We had to catch hold where we could 
and jump aboard. We couldn't stop the 
world from moving while we drafted 
plans for 1952.” 
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3 Life Around the World 


Fashionable Buenos Aires is in cross fire 
of Paris-New York vs. cartoonist's styles 


BUENOS AIRES 
Stoner WELL-FED, opulent and sophisti- 
cated city of Buenos Aires considers 
itself the most fashionable in the world, 
after Paris. What, then, could be more 
inevitable than the postwar battle of the 
skirt length raging here? 

It has taken some time to filter down 
south of the Equator, of course. Even 
with modern aviation, American and 
French exporters always have to reckon 
with the climate. Buenos Aires, like much 
of Latin America, has always 
fondly eyed Paris, copies its 
sidewalk cafes, its Second Em- 
pire buildings, its plays and 
novels, its midnight-to-dawn 
boites, and, of course, its fash- 
ions. But because the seasons 
are reversed in Northern and 
Southern Hemispheres, Paris 
vogues of January appear in 
Buenos Aires in August. 

It’s a tossup whether the 
new trends arrive more strongly 
from Paris or New York. Ar- 
gentines would never admit 
the Norteamericano influence 
predominated, even if it did. Trade routes 
being what they are these days, Paris 
styles arrive via New York as often as 
they do directly. Fashions here mean 
big money, in dollars or in francs. 

When I asked a smartly dressed lady 
where she thought Argentines took most 
of their inspiration, she replied: “Before 
4 p.m. New York, afterward Paris.” 

A local cartoonist named Divito prob- 
ably has influenced the style of the 
average Argentine girl more than Holly- 
wood, New York or Paris—all of which 
deserve no little credit. 

Divito sketches his women with bulky 
pompadours, waist-length pageboy hair- 
dos, generous lines and Varga-length legs. 

On Divito’s standard shape, Argen- 
tine girls heap fingertip furs ending a 
few inches above the skirt hem; dress- 
maker suits clinging from neck to waist- 
lines; slit skirts and nipped-in waists. 
Divito’s skirts are always alarmingly short, 
and the jackets almost zoot-suitishly long. 

Thus, Buenos Aires finds itself in the 
cross fire of Paris-New York vs. Divito in 
fashions. 

The Paris vs. New York battle isn't 
quite so violent because the two operate 





on different levels. Paris monopolizes the 
luxury items: the “perfect” suit, inim- 
itable cocktail and party wear. New York 
wins out on casual, comfortable sport 
clothes, classic suits of stylized simplicity. 

Paris imports or models are offered at 
prices in keeping with chic gilt interiors 
of Buenos Aires salons of haute couture, 
many of them branches of French dress 
houses. 

Films and magazines spread their in- 
fluence. At the moment, it’s easy to obtain 
English woolens, French and 
Italian silks, French prints and 
American rayons. But virtually 
all of these were recently 
placed on the banned import 
list, to save foreign exchange. 
Result is that prices are due 
to zoom even higher. 

French magazines sketch 
their models vaguely, with 
complicated details to defy 
amateur copying. Thus it is 
only a rare, expert dressmaker 
who will make up a single 
custom-made copy. The U.S. 
magazines are less expensive 
and the clear photographs and sketches 
are easy to follow. 

American patterns dominate the dry- 
goods counters. But somehow, in the 
copying process, the gowns come out 
looking different. 

The Argentine woman, who considers 
herself the smartest on the American 
continent, follows European modes 
closely, but originates almost none her- 
self. She has not taken noticeable advan- 
tage of any typically local materials, save 
leather for accessories. Gaucho belts and 
huge silver pieces have been overlooked 
as finishing touches for a costume. Bril- 
liantly striped materials came into use 
only recently, echoing a California trend 
in the use of Mexican themes. Nanduti, a 
cobwebby starched lace from upriver 
Paraguay, might interest Paris designers. 


But as a native product it has no great 


vogue. 

Argentine hats, while not as flamboy- 
antly exaggerated as Carmen Miranda’s 
Brazilian fruit salads, are certain to send 
any man off muttering to himself when 
they do not put his eye out with the 
unexpected swirl of an ostrich feather. 
Argentine hats maintain their individual- 





ity at all costs. You find no regiments of 
derbies, sailors, beanies. The only mimeo- 
graphed model is the beret, often in 
leather, adopted in all shades by 20- 
year-olds. 

Top national industries of the country 
are bags and shoes, of national leather 
and jaceré (Argentine alligator). But the 
shoes do not always have good lasts, and 
some shops boast that their ready-to-wear 
or custom-made shoes are made on Amer- 
ican lasts. During recent years, handbags 
have become smarter and more expen- 
sive, and thousands are being exported, 
especially to the U. S. 

Despite high prices, shoppers encoun- 
ter the greatest difficulty in finding things 
that are really well made. Even ready- 
mades of average quality are hard to 
find in Buenos Aires. Now the problem is 
complicated by a shortage of competent 
people to make new clothes to measure. 

With the current cold wave, women 
who can are wearing furs at astronomical 
prices. The most popular and popularly 
priced fur is the Argentine nutria, of the 
otter family. A nutria coat ranges from 
$200 to $600 in price, while imported 
beaver fetches close to $1,000. Argen- 
tine furriers counsel their customers to 
buy coats made in the U.S., explaining 
that skins are not tanned properly here. 
Furriers import their best from the U. S. 
New York’s trend of large sleeves and 
swing backs has set the pace in Buenos 
Aires this winter, with brilliant striped 
beaver and short fur jackets. 

Lower priced furs could find a market 
in Argentina. Imitations such as bon- 
mouton have been imported, but their 
prices are as high as the local nutria. 

While the U.S. and Europe may be 
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talking of swim suits these days, the 
thought makes damp and chilly Buenos 
Aires shudder. Last summer, almost all 
bathing suits were either imported from 
the U.S., or custom made, at fabulous 
prices. A U.S. swim suit, for instance, 
cost $25 up. Dressmakers also copied 
American or the less daring of the Pari- 
Sian swim suits. 

One shop advertised the “atomic” 
bathing suit, which left little to the 
imagination, but it failed to conquer 
either Argentina’s Mar de] Plata or 
Uruguay's Punta del Este. Most popular 
were the two-piece, bare-midriff, frilly 
printed jobs. 

The cosmetic business, largely domi- 


nated by U.S. firms, is one of the most 
lucrative in Buenos Aires. Paris perfumes 
can be bought almost anywhere. One 
organization, which originated the ball- 
point pen idea before it reached the 
U.S., is now plugging a ball-point per- 
fume in several scents. 

But the strongest current influence on 
middle-class style and fashion in Buenos 
Aires is the First Lady, Senora Maria Eva 
Duarte Perén, wife of the President. Of 
late, eddies and swirls of coiffure, dress, 
furs and jewelry mode have followed 
closely the First Lady’s own choices, 
which vary from day to day. Now that 
she’s been on a European tour, Buenos 
Aires may expect some new ideas. B.s.R. 


Britain utilizing edible parts of whales 


to supplement meager rations of meat 


LONDON 

N THE MAD SCRAMBLE for food that 
I doesn’t cost dollars to import, the Brit- 
ish are finding proteins in whales. Some 
Ministry of Food officials noticed that 
whales weigh in at anything up to 100 
tons and wondered why some of that 
meat (whales are not fish, you know) 
couldn’t be used to enrich Britain's 
meager diet. 

So now we're going to get whale meat 
to piece out our ounces of mutton and 
bacon and beef. So far only the choicest 
parts of the whale have been quick-frozen 
for human consumption. Some 7 tons of 
fillet are found on the average whale 
weighing from 80 to 100 tons. Another 
7 or 8 tons of edible meat can be saved, 
once facilities for freezing aboard ship 
and transporting back to England by 
reefers (refrigerator ships) can be set up. 

With 16,000 whales permitted to be 
caught each season and from 7 to 15 
tons of meat available on each whale, 
food officials estimate an additional 200,- 
000 tons of food can be added to the 
world’s larder. Some will be cuts corre- 
sponding to other meat and some un- 
questionably will end up as sausage. And 
probably somebody will produce a 
“whaleburger.” 

The first question food officials: had to 
solve was how to transport the meat 
8,000 or more miles from ine Antarctic 
to Britain, once the whale has been 
caught. With refrigerator ships scarce 
owing to wartime sinkings, there weren't 
enough to go around to carry the world’s 
meat exports, let alone thousands of tons 
of whale meat from polar seas. So Britain 
had to start from scratch. 

A London meat importer built a small 
experimental quick-freeze:, unit based 
on wartime developments aboard a Brit- 
ish whale catcher. During the 1945-46 
whaling season, 10 tons of whale meat 
were quick-frozen and sent back to Brit- 
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ain. Experiments with the meat showed 
it had an excellent taste if properly 
cooked, and looked much like liver. 
Analysis showed that it had a high pro- 
tein content. 

Urged on by the Ministry of Food, 
a British whaling firm decided to install 
a quick-freeze plant in its new whaling 
factory (a large tanker-like ship on which 
the whales are cut up and boiled down 
into oil and fertilizer). A mission from 
the Department of Scientific and Indus- 
trial Research joined the ship to decide 
what parts of the whale should be pre- 
served. 

Fifty tons of whale meat were quick- 
frozen during last winter's Antarctic 
whaling season and brought back to 
England. Demand was so great that 
immediate arrangements were made for 
additional supplies from land stations in 
Norway engaged in catching whales dur- 
ing the summer, and an estimated 6,000 
tons of whale meat now are expected to 
reach Britain this year. 





For the coming season, British whaling 
companies are to go all out in preserving 
whale meat for human consumption. Pre- 
liminary estimates indicate as much as 
10,000 tons may be brought back by Brit- 
ish whalers. The limiting factor is storage 
space on the factory ship once the meat 
has been frozen. It is proposed in the 
winter ahead to send reefers to the Ant- 
arctic on regular voyages to pick up the 
whale meat during the catching season. 

If these plans are successful, and with 
supplies coming from Norway in summer, 
a thick whale steak can be a regular item 
on Britain’s menu. Incidentally, both the 
words “thick” and “steak” have prac- 
tically disappeared from the vocabularies 
of British gourmets. 

The world’s need for additional meat 
supplies is helping to stimulate still fur- 
ther the whaling industry which already 
is highly organized. The 1938-39 season 
netted a total of 470,000 tons of whale 
oil. 

During the war, the whales were left 
in peace. Although the first postwar sea- 
son in 1945-46 was a failure owing to 
bad weather, last season the whales often 
were so thick that they frequently 
bumped the sides of the 15 factory ships 
and the 128 smaller catchers employed 
in the Antarctic from December to April. 

Last season, the British and Dutch for 
the first time carried seaplanes for spot- 
ting the whales and directing the catchers 
to them. The result was record earnings 
by many of the harpoonists, practically 
all of whom are Norwegians. Individual 
earnings run as high as $40,000 for a 
skilled harpoonist in one season. 

Output per whale last season averaged 
117 barrels of whale and sperm oil, with 
sales prices running up to $4,000 per 
ton (of 6% barrels). “That ain’t hay” in 
anybody's language, even tor the Russians 
who were in there catching last year 
(with Norwegian harpoonists). 

The practice now is for meat left over 
after the oil has been pressed out to be cut 
up and boiled down for cattle meal or 
pulverized into fertilizer. No part of the 
whale is wasted, and nothing may be 
thrown overboard except for the entrails. 

Occasionally, a lucky catcher will find 
a vale with ambergris. Nobody knows 
how it originates in the whale, but, as it 
is a basic fixative for perfumes, the 
world’s perfumers are willing to pay. high 
prices for ambergris. 

At the moment, whale meat coming to 
Britain is being retailed both by fish- 
mongers and butchers, but wholesalers 
insist it’s a disgrace to sell meat to fish 
shops, and as the trade develops it is 
expected that only butchers will be ‘used 
as outlets. The Dutch now have decided 
to follow suit and are experimenting with 
whale meat a la Dutch. 

Now all that remains is for somebody 
to tell the French about this, so that they 
can devise fancy names to put on menus 
throughout the world. E.J.D. 
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INTERNATIONAL BANK ON WORLD RECOVERY 





Report on financial problems and resources of areas in need of assistance 


(Report on economic conditions of the world, con- 
tained in the Second Annual Report of the International 
Bank for Reconstruction and Development, submitted to 
the Board of Governors by President John J. McCloy on 
Sept. 12, 1947.) 


MM’ PROGRESS has already been made toward the re- 
construction of the nations of Europe, due both to their 
own efforts and to foreign grants and credits. Vast areas of 
arable land have been cleared of mines and war wreckage 
and restored to the plow. Despite the unprecedented destruc- 
tion of railroad bridges, marshalling yards, cars and locomo- 
tives, trackage and other facilities, remarkable strides have 
been made in the restoration of the railroad network. By the 
middle of 1947, in fact, reconstruction had proceeded so 
rapidly and the available equipment was being used with 
such intensity that, although less equipment was available 
than before the war, in many countries of Europe more 
passengers and more freight were being carried than in 1938. 

In other fields, too, there has been encouraging improve- 
ment. Cotton textile production in Europe increased from 
about 500,000 net tons in 1945 to about 850,000 net tons in 
1946 and is expected to reach 1,400,000 tons in 1947; this 
compared with about 1,600,000 tons average production in 
the immediate prewar period. Consumption of raw rubber, 
both natural and synthetic, increased from about 140,000 
long tons in 1945 to approximately 285,000 long tons in 1946 
and will probably be about 310,000 tons in 1947, indicating 
the rate of increase in the production of rubber goods. Cement 
production for a selected group of European countries for 
which comparable data are available more than doubled from 
1945 to 1946, from a monthly average of 650,000 tons in 1945 
to about 1,500,000 in 1946. At the beginning of 1947, Euro- 
pean shipyards had under construction about 3,165,000 gross 
tons of merchant vessels, almost 50 per cent above the mid- 
1939 total; 1,540,000 gross tons were launched in 1946, as 
compared with 1,070,000 in 1945. 

Progress has, however, by no means been uniform. Although 
in some countries total industrial production has reached or 
exceeded prewar levels, in others it is still considerably below 
that level, and agricultural production is far below that of pre- 
war years. It should be emphasized, too, that restoration of 
production to prewar levels by no means indicates that the 
prewar standard of living has been attained. The extent of 
war devastation has been so great that a substantial portion 
of the gross national product of each of the countries con- 
cerned must be diverted from current consumption to recon- 
struction of the basic stocks of wealth—housing, transport, 
plants, tools, machinery and raw materials. 

The major bottlenecks remaining in the reconstruction of 
Europe are food, fuel, and manpower. It may be of value to 
examine each of these in turn. 

Food. Much of the arable land of Europe served as a battle- 
ground in the war. Even after such land has been cleared of 
mines and rubble, it cannot be restored quickly to full pro- 
ductivity. Lack of scientific cultivation during the war re- 
quires now the intensive application of fertilizers, the world 
supply of which is considerably short of demand. Agricul- 


tural machinery, too, is in short supply in most European na- 
tions, and much of the existing machinery has been under- 
maintained and is run down. 

It took eight years after Warld War I for European agri- 
culture to recover in full. Recovery may proceed more rapidly 
this time, but even with increased production and improved 
harvesting, the requirements for imported foodstuffs will be 
on a large, if declining, scale for some time to come. The 
magnitude of the need is indicated by the estimate that, in 
1947, Europe will import approximately 13,300,000 tons of 
bread grains as compared with prewar imports averaging 
9,400,000 tons a year. Because of rising prices and the neces- 
sity for securing imports from the high-priced dollar area, it is 
estimated that expenditures in 1947 for imported grain and 
grain products from the United States and Argentina alone 
will amount to $1,200,000,000, or six times the cost of such 
products from these areas in 1939. 

Europe’s need for food does not present merely a problem 
of subsistence. That need is also part and parcel of the basic 
prob'em of restoring Europe's capacity to t@rn out industrial 
products. For adequate tood to supply and maintain vitality 
is as essential as adequate machinery to enable workers to 
achieve their full productivity. 

Fuel. The importance of energy resources, of coal in par- 
ticular, in the reconstruction of Europe is so fundamental 
that it neither needs emphasis nor is capable of overemphasis. 
It European coal production could be increased to prewar 
levels, a large part of Europe’s production problem would 
be on its way to solution, and an unnecessary drain upon its 
dollar resources would be removed. 

Before the war, European coal requirements were mct 
primarily by production within Europe itself. Germany and 
the United Kingdom provided almost three fourths of the 
import needs of other European countries and Poland an 
additional 9 per cent. Exports of United States coal to Europe 
were inconsiderable. In 1946, however, tota! coal imports by 
all European countries fell to about one hal: of their prewar 
level, and Germany and the United Kingdom met only about 
36 per cent of the reduced total. Poland contributed a larger 
percentage share but less actual tonnage. To the limited ex- 
tent to which they were met, import requirements were satis- 
fied primarily by shipments of United States coal. Despite the 
high cost, the huge shipping expenses, and the lack of the 
qualities and types of coal desired, United States coal exports 
to Europe have soared. In 1946 these exports were 16,100,000 
long tons. For the first half of 1947, they were 14,800,000 
and for the entire year will probably be about 37 million. 
Including the cost of shipping the coal in United States vessels 
(which equals or exceeds the cost of the coal itself in the 
United States), Europe spent about $250 million in 1946 and 
will probably spend about $535 million in 1947 for American 
coal. 

Examination of all the loan applications which have been re- 
ceived from European members of the Bank reveals that the 
basic need is fuel. It is of primary interest of the Bank, there- 
fore, that the production of fuel, and particularly coal, be 
increased. To this end, the Bank sent a technical group to 
survey the Silesian and Ruhr coal fields, and has been investi- 
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gating the possibilities open to it to contribute to a solution 
of the problem. The Bank desires to do everything within its 
power to assist in this matter, for without sufficient fuel even 
the existing capital equipment of Europe cannot be fully used 
and the pace of effective reconstruction will at best be slow. 

Man power. The man power deficiencies of Europe are not 
so easy to analyze quantitatively as the needs for food and 
fuel. They are, however, equally important. Tremendous dis- 
locations of people occurred as a result of the war. Great 
armies were recruited; war casualties, both military and civi- 
lian, were heavy, and included many of the most skilled 
technicians; a large segment of the labor force was shifted 
from production for the civilian economy to the production of 
war materiel; millions of workers were moved by force or 
persuasion away from their homelands. Though great strides 
have been taken toward the reintegration into the economy of 
the labor forces thus dislocated, much remains to be done. 

There are still large pools of man power which are either 
employed in nonproductive pursuits or are not employed at all. 
The most striking example consists of the hundreds of thous- 
ands of displaced persons who have been kept in idleness in 
camps in Germany and Austria, where they drain rather than 
contribute to the world’s productive output. There has also 
been, as a result of unsettled political conditions, an uneco- 
nomic diversion of labor to the continued maintenance of large 
armed forces and to the military production necessary to sup- 
ply them. Administrative staffs, particularly in government 
service, have tended to remain swollen in many countries, at 
the expense of the labor force engaged in directly productive 
work. All of these pools represent potential sources of man 
power for production. Fruitful results might be obtained, too, 
by further exploration of the possibilities of permitting the 
voluntary immigration of German and Italian labor, not capa- 
ble of being employed with full effectiveness within Ger- 
many and Italy themselves. 

Europe itself must make the major contribution to the 
solution of all of these problems. The future of every economic 
unit, whether it be a local region, a nation, or an integrated 
continent, must depend primarily upon its willingness and 
ability to utilize to the full and for productive purposes its 
own resources. 

Before pointing out some of the fundamental measures 
which are generally accepted as essential to continued Euro- 
pean recovery, the Bank wishes again to draw attention to the 
notable extent of progress already made by many countries. 
By hard work and austerity much has been accomplished. 
Furthermore, all of the national recovery programs with which 
the Bank is familiar provide that by far the largest part of the 
funds and materials required are to come from within the 
country itself. Outside assistance is vital, but it represents a 
small percentage of the total effort. 

However, there are undoubtedly further constructive and 
essential steps which the European nations, acting both in- 
dividually and collectively, can take. Largely these are not 
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dependent upon external aid. No objective analysis of condi- 
tions as they exist today can avoid facing them frankly. 

One of the most important is the restoration of financial 
stability within the various countries, to the extent that such 
stability can be achieved through a balanced budget of cur- 
rent expenditures, a sound and equitable tax system, and the 
curtailment so far as possible of unproductive governmental 
expenditures. With confidence in his money, the laborer is 
more willing to work, the farmer more willing to sell the food 
he produces. The incentive to hoard food and other products, 
as well as gold and foreign exchange, is removed. There is 
once more a stimulus to save, without which the domestic in- 
vestment required for reconstruction is unavailable. The drain 
of labor towards the black market is eliminated; so too is the 
waste of man power involved in the operation of the barter 
economy which inevitably arises when the money system de- 
teriorates. These results can be accelerated by foreign assist- 
ance, but they depend primarily upon a willingness on the part 
of the peoples of the countries involved to pay the costs and 
make the necessary sacrifices. 

The need for financial reforms in many countries of Europe 
is generally recognized. But adoption of the measures neces- 
sary to achieve such reforms is a difficult matter, particularly 
in nations whose energies have already been severely strained. 
Since, however, the alternative to remedial action is only 
greater distress, this problem must be squarely and promptly 
met. The deliberations now under way with respect to the 
Marshall Plan, or discussions conducted within the framework 
of the Economic Commission for Europe, may provide the op- 
portunity for the European nations to work out together some 
mechanism to facilitate the desired result, perhaps through 
establishment of an international panel of skilled and impartial 
technicians to investigate and make recommendations, perhaps 
through some other device. The Bank would be pleased to 
give any possible assistance. 

Another important step which the European countries can 
take without external assistance is the integration of their re- 
construction and production programs on a regional basis. 
Even before the war, such integration would have obviated 
many difficulties. Certainly now, with the fundamental change 
in trade patterns which has taken place, with the progress 
which has been made in technological knowledge, it cannot 
be regarded as sufficient simply to restore the productive 
mechanism of Europe as it was in 1939. The restoration of 
production must be so planned as to take full advantage of the 
economies of the specialization of labor; Europe is too im- 
poverished to afford the uneconomic luxury of productive pro- 
grams which overlap, for reasons of autarchy or otherwise. 

In this connection, much can be accomplished by the grad- 
ual removal or lowering of the trade barriers which now hinder 
the free international flow of foods. While some restrictions are 
necessary during the transitional period, the eventual goal 
must be to eliminate such restrictions to the greatest practi- 
cable extent. Success in the establishment of an effective In- 
ternational Trade Organization would be a step forward in 
this direction. 

Finally, the productive facilities of Germany must promptly 
be utilized for the benefit of the over-all European economy. 
This report is not the place to discuss the necessary security 
precautions to guard against the possible renewal of German 
aggression. It is appropriate, however, to point out that secur- 
ity precautions will be self-defeating if the countries intended 
to be safeguarded are deprived of their economic well-being 
because, in the absence of agreement on the form and con- 
tent of such precautions, German production is left to stagnate. 
The nations of Europe and of the world need the potential 
exportable output of Germany, particularly of the Ruhr and 
its coal mines. 

The role of the Bank in helping to solve the problems which 
have been sketched will become clearer once the nature and 
scope of any aid to be given under the Marshall Plan become 
known. But it is apparent already that the Bank’s part will not 
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be limited to assistance in financing the importation of ma- 
chinery and equipment. Just as important as the restoration 
of capital facilities is the restoration to normal levels of 
Europe's depleted stocks of industrial raw materials. A nor- 
mal inventory of such materials is essentially part of capital; 
the rebuilding of such inventories is an integral part of re- 
construction. 

If the European nations themselves take the necessary steps 
to lay a firm foundation for reconstruction, if adequate aid is 
given by the United States to enable those nations to sur- 
mount the immediate obstacles, the loans of the Bank should 
prove of invaluable aid in revitalizing Europe’s productive 
mechanism. If this can be accomplished, the effects will be 
felt throughout the world and the economies of all the Bank’s 
members will benefit accordingly. 


Latin America, Asia, Africa 
and the Middle East 


The urgency of the recovery of Europe does not detract 
from the importance of the prompt reconstruction and de- 
velopment of the other areas of the world needing assistance, 
Latin America, Asia, Africa and the Middle East. Indeed, it 
should not be very long before the financing of development 
projects in those areas will tend to become the primary con- 
cern of the Bank. 

To achieve an expanding world economy, to raise standards 
of living by increasing international trade, requires more effec- 
tive utilization of the vast resources, both material and human, 
of these generally less highly developed regions. The develop- 
ment of the productive potentialities of these areas presents 
at once a challenge and a great opportunity. 

Such development is necessarily a long process, but ‘it is one 
which needs to be initiated without delay. The Bank now has 
underway various investigations and negotiations which it 
hopes will result in substantial assistance in this connection. 
The Bank’s resources, applied in the proper places and under 
proper conditions, should serve as a powerful stimulating 
agent. 

The Bank cannot, of course, do the whole job; it cannot by 
itself do even a substantial portion of the job. Development 
on the scale that is within the range of practicability needs 
financial assistance in amounts which only established credit 
and the consequent free flow of private capital can provide. 

Some of the nations within the areas here under discussion 
have well developed industrial or agricultural economies. 
But the economies of most of the nations in these areas are 
either young and immature or old but underdeveloped. The 
expansion of every such country has always required the 
assistance of foreign private capital and technical skills. 
This has been true of many European countries, of North 
America and of economically developed nations elsewhere as 
well. The reasons are obvious. An underdeveloped economy 
does not have a sufficiently high national income to provide 
savings of the magnitude required for investment in large- 
scale development programs; external financial assistance is 
therefore essential. The labor force of such a country, too, is 
for the most part unskilled in advanced industrial and agri- 
cultural techniques; to provide the technicians necessary for 
the operation of a more highly developed economy requires 
in many instances the importation of foreign experts to guide 
and train the local workers. The same is true of the requisite 
managerial and administrative skills. 

There exist today a number of deterrents to the free flow 
of private capital, and with it of foreign technical, managerial 
and administrative skills, to the underdeveloped nations. If 
the Bank, by use of its resources, its influence and the techni- 
cal specialists on its staff, can help to remove some of these 
deterrents, it will have achieved an important task in the 
development field. 

The first step is the improvement of the credit position of 
many of the countries concerned. There are several things 
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which those underdeveloped nations with a poor credit stand- 
ing can do to improve their position. Perhaps the most ef- 
fective would be for them to clear up their external debt 
records. It is not suggested that every underdeveloped coun- 
try with outstanding foreign bonds in default should or could 
resume payment on its bonds in accordance with their original 
terms. As in the case of many corporate obligations, adjust- 
ments are sometimes the only practicable solution for diffi- 
culties which have been encountered. Furthermore, the origi- 
nal terms of some loans provide conditions which are pres- 
ently so onerous that they cannot form the basis of a realistic 
settlement. On the other hand, it is important for the coun- 
tries concerned to give clear evidence of their desire to do 
their utmost to reach fair and equitable agreements with 
their creditors. It may be worthwhile, therefore, to explore 
the possibility of setting up, with the co-operation both of 
the debtor nations and their foreign bondholders, an impartial 
body of technical experts who, after investigation, would 
make recommendations for just settlements of the debts due. 
With the implementation of such settlements, a great deterrent 
to the renewed flow of private capital for development pur- 
poses would be eliminated. 

The Bank would be willing and anxious to contribute, 
whether by the provision of personnel from its staff or other- 
wise, toward the success of any project such as the one sug- 
gested. 

Existing defaults are the most obvious obstacle to the resto- 
ration of credit. In some cases, the basic causes for default 
were beyond the control of the borrowing country. In others, 
however, they were the result of unsound financial and eco- 
nomic policies. In such cases, agreement with creditors would 
inspire more confidence and go further toward re-establishing 
credit if undertaken as part of an integral program of financial 
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reform. A sound budgetary system and a sound monetary sys- 
tem are necessary to the development countries in their efforts 
to maximize production and to halt the strong inflationary 
forces which have in many cases already become apparent. 
Certainly the Bank could grant financial assistance with much 
greater assurance that its loans would prove productive and 
sound if the development plans it may be asked to help finance 
were, where necessary, accompanied by a program for finan- 
cial reforms of this type. And clearly, where such remedial 
measures are called for, private capital will be deterred from 
moving into the areas involvea unless the reforms are under- 
taken. 

As in the case of the debt record, so too in the case of 
the budgetary and monetary situation, it may prove practic- 
cuvile to utilize the services of an international panel of ex- 
perts to make investigations and to recommend remedial 
action. In this field, again, the Bank would be glad to render 
assistance. 

Another step which would encourage the free flow of pri- 
vate capital from abroad for development purposes would be 
assurance that such capital will not be subject to inequitable 
and restrictive legislation. Foreign private investments are 
properly subject to such regulation and control of private 
capital, foreign and domestic alike, as the country concerned 
deems necessary to carry out its national policies. It is also 
right and proper that the underdeveloped nations should pro- 
tect themselves against economic or political exploitation as 
a result of the influx of foreign capital, for in the past exploita- 
tion and abuses not infrequently accompanied investments 
made in underdeveloped countries. But the need for pro- 
tection against exploitation does not either require or justify 
the inequitable treatment of foreign capital. Risk capital, 
whether in the form of direct or equity investment, is even 
more essential to development than loan capital; such invest- 
ment cannot be attracted without assurance of fair and 
equitable treatment and of continued opportunity to earn a 
reasonable return. 

In pointing out some of the steps which the Bank believes 
would be of -assistance in encouraging the flow of foreign 
capital to the less well developed areas, there is no suggestion 
that all remedial measures which may appear necessary in the 
case of any given country must be completed before that 
country may qualify for a loan from the Bank. To the con- 
trary, financial assistance from the Bank may form part of an 
integral plan involving both long-range financial reform and 
long-range development of productive facilities. But while 
the Bank is willing to consider making a loan concurrently 
with the adoption by the borrowing country of whatever pro- 
gram for financial and monetary stability and the re-establish- 
ment of credit may appear necessary in the particular case, 
the Bank cannot assist a country which neither has such 


stability or credit nor a willingness to take action to achieve 
them. Such lending would be neither prudent nor productive. 
Furthermore, it would cause the Bank to lose the confidence of 
the investment community, and, with it, the very source of 
the major portion of its loanable funds. 

The less well developed nations need international assist- 
ance for full realization of their potentialities. They need not 
only financial assistance but technical assistance. Because 
they lack the advanced technology and skills which character- 
ize the more highly developed nations, the Bank may well 
be requested to exercise more initiative in considering their 
problems and to participate more actively in the formulation 
of their plans. While the Bank cannot undertake to furnish 
technical assistance from its own staff on any large scale, it 
can help its member nations to select and procure the neces- 
Sery private technicians. The Bank stands ready at any time 
to consult with member governments on this matter. 

The Bank hopes that, as a result of the efforts of its less 
well developed members themselves, stimulated and assisted 
by the efforts of the Bank to the extent desired by those 
members, rapid progress will be possible. For in the very 
magnitude of the development potentialities of these nations 
lies the best hope of the world for greater economic well- 
being in the future. 


Restoration of Investor Confidence 


Confidence in international investment was severely shaken 
by the depression of the 1930s. It is the Bank’s hope that, by 
its activities in the fields of reconstruction and development, it 
can help to restore that confidence. The thoroughness with 
which applications for loans are investigated and the responsi- 
bilities which the Bank accepts, not only for the proper appli- 
cation of the loan proceeds but also for following economic 
developments in the borrowing country during the entire 
period during which the loan is outstanding, are means to 
that end. 

It must not be forgotten that if there was bad borrowing 
in the interwar years, there was also bad lending. As a result 
of reckless competition, encouragement was sometimes given 
to borrowers and lenders alike without sufficient understanding 
of what was involved; loans were often made for unproductive 
purposes; sufficient care was not always exercised to see that 
a loan was used for the purpose for which it was granted; 
and high interest rates, instead of encouraging investors 
to inquire into the likelihood that the borrower could meet 
its obligations, failed to do anything but encourage them 
to invest their money. It is important that there should be 
in the future a greater sense of responsibility both in bor- 
rowing and lending than has frequently been the case in 
the past. 





PROGRAM TO RAISE OUTPUT OF RUHR COAL 


Recommendations advanced as result of Anglo-American talks on production 


(Recommendations reached in the Anglo-American 
talks at Washington on Ruhr coal production, made pub- 
lic on Sept. 10, 1947, and submitted to the respective 
governments.) 


Management and Control 


In accordance with the provisions of Paragraph 3 of the 
Fusion Agreement of Dec. 2, 1946, the two zone commanders 
have had under consideration the establishment under their 
joint control. of a German administration for the coal in- 
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dustry in the bi-zonal area. Provisional agreement has beer 
reached between them on the steps necessary to achieve this. 

Under this provisional agreement: 

a. Responsibility for coal production would be transferred 
to German hands through the establishment of a German coal 
management responsible to the U.S./U.K. military govern- 
ments for the efficient operation of the coal industry. 

b. There would be U.S./U. K. supervision of the German 
coal management through a U. S./U. K. Control Group, which 
would issue appropriate directives to the German coal man- 
agement on behalf of U.S./U. K. military government. 
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c. The German Bi-zonal Economic Council will set up a 
department in the economic administration to undertake as 
one of its main responsibilities the functions normally exer- 
cised by a government department in respect to the coal 
industry. 

d. Provision would be made for safeguarding the interests 
of non-German owners of coal mining property. 

e. The question of the ownership of the mines would not 
be affected. 

We have had this provisional agreement under consider- 
ation and recommend its approval in principle by the two 
governments. 

We also recommend that as soon as the consultations on the 
provisional agreement now being conducted by the United 
States and United Kingdom governments with the French, 
Belgian, Netherlands and Luxembourg governments have 
been concluded, the Coal Management Agreement should 
be put into operation. 

In the meantime, the first steps towards the replacement 
ot the North German Coal Control by the United States/ 
United Kingdom Control Group provided for in the Coal 
Management Agreement should be taken. The United States 
zone commander should accordingly appoint a United States 
official to act as joint chairman of the N.G.C.C. and an ap- 
propriate number of United States officials should be ap- 
pointed to the N.G.C.C. to exercise such functions as may 
be determined by the joint chairmen. The N.G.C.C. should 
continue to operate but with its composition thus amended 
would become an Anglo-American body acting under the di- 
rection of the bipartite board. 

When the Coal Management Agreement is brought into 
operation the United States/United Kingdom Control Group 
should be fully constituted and the N.G.C.C. should cease to 
exist. 


Food Supply 


We have examined the food situation in Germany with 
special reference to its effect on mining and coal production, 
and we are convinced that the most important single factor in 
increasing output is to improve the food position in the min- 
ing areas. It is the unanimous opinion of those responsible for 
coal production that the first essential step in this direction 
is to ensure that the present ration scale is regularly and 
punctually met. 

We therefore attach particular importance to the regular 
and punctual honoring of the full 1550 calorie ration in the 
mining districts and generally throughout the whole of the 
bi-zonal area at the earliest opportunity. The lack of adequate 
stocks has hitherto been one of the difficulties in maintaining 
regular distribution in meeting the official ration, particularly 
in the Ruhr and in large cities throughout the bi-zonal area. 
In order to provide a mechanism which within the limits of the 
supplies available will permit the most efficient distribution, 
we recommend that larger stocks be kept in such localities 
than in the bi-zonal area generally. 

The regular and punctual honoring of the 1550-calorie ra- 
tion throughout the whole of the bi-zonal area, under the 
existing unsatisfactory world supply situation, will be no easy 
matter, and much will depend upon Germany making the 
maximum contribution towards her own needs from her in- 
digenous resources. If the time is reached when stockpiles can 
be further increased and additional supplies both from the in- 
digenous resources and imports are sufficiently assured, we 
recommend that succesive ration increases toward the 1800- 
calorie target should be made only when there is reasonable 
expectation that the higher ration level can be actually main- 
tained. Consideration should be given to making increases 
first by a supplemental ration in large cities for the reason that 
supplies of off-the-ration foods are known to be 50 to 100 
calories less in such cities than elsewhere and to treating 
small cities and towns in the Ruhr-Aachen area for this pur- 
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pose upon the same basis as the large cities because the close 
proximity of so many small towns to each other is such that 
the condition of off-the-ration food is comparable to that of a 
large city. 

We emphasize that the attainment of the 1800-calorie tar- 
get throughout the bi-zonal area at the earliest opportunity 
should continue to be our next objective. Without progres- 
sive improvement in ration scales it will not be possible to 
produce economic conditions within Germany which will en- 
able the prewar coal production levels to be approached. 

As we have already mentioned it is imperative to insure that 
the maximum available tonnage of indigenous foodstuffs is 
delivered up by the farmers. In order to achieve this we 
recommend that consideration should be given to the fol- 
lowing measures: 

a. Stricter enforcement of penalties for evasion and pos- 
sibly an increase in the scale of those penalties; 

b. The allocation of available supplies of fertilizer, seed, 
tools and farm equipment in such a manner as to favor those 
farmers whose deliveries against collection quotas are most 
satisfactory; 

c. The development of the inspection system both German 
and Allied. In view of the difficulties in obtaining sufficient 
reliable German inspectors, spot-checking by competent 
Allied staffs under top-level supervision seems necessary on 
a iarger scale than at present in force. 

d. Adequate publicity concerning the results of collections 
in each Land and also as to the penalty systems in force and 
the methods of inspection employed. 

We would also draw attention to the transport difficulties 
which during the past eight months have interrupted the 
regular supply of food to Germany. This has been partly due 
to the routing of food shipments to German ports only, and 
moving them thence over the German transport system with 
a view to avoiding external transit costs. To improve the 
future flow of food supplies to the Ruhr, consideration has al- 
ready been given to the use of Rotterdam and Antwerp as 
entry ports as was the pre-war practice. If the pending negoti- 
ations with the Netherlands and Belgian governments for the 
use of Rhine ports can be brought to a satisfactory conclusion, 
an important step in ensuring regular food supplies to the 
Ruhr will have been taken. 


Mine Supplies and Equipment 


There is at present a considerable loss in coal output due to 
mechanical breakdowns. These mainly occur in badly worn 
parts of the equipment which has been inadequately main- 
tained since 1940. We believe it to be an essential prerequisite 
to increased coal production that the deterioration of mining 
equipment be arrested forthwith and that it be brought into 
an efficient state of repair without delay. Therefore, we en- 
tirely agree with the recent decision taken by our two zone 
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commanders to increase the allocation of steel for the mining 
industry. In addition we recommend that certain essential 
short-term steel and other requirements for the mining in- 
dustry be imported into Germany during the next six months 
so as to prevent further deterioration of equipment and put 
the industry on the way to recovery. Our proposals for this 
and for some immediate requirements of the transport in- 
dustry envisage immediate imports by the Joint Export- 
Import Agency valued at about 25 million dollars. This is in 
addition to surplus Army property which is being made avail- 
able. 

We also call attention to the fact that even at the current 
production rate stocks of pitwood are far from adequate to 
ensure continuity of operations. We therefore recommend that 
steps be taken to accelerate delivery of pitwood from within 
the bi-zonal area and from the other zones in order to build up 
stock sufficiently before the winter. 

So far as longer-term requirements are concerned, these 
have been put forward by the British zone commander with 
the approval of his American colleagues to the Paris con- 
ference and have not therefore been taken into consideration 
here. Such a longer term program for rehabilitation and recon- 
struction which will be necessary to reach a prewar coal 
production, including the financial implications, should be 
worked out by the two zone commanders and consideration 
given to its implementation during the next few months. It 
seems likely that the equipment demands of the German coal 
mining industry can be met to such a substantial extent from 
German economy provided financial assistance is forthcoming 
for the import of essential industrial raw materials. 


Mechanization 


We have considered how far German production could be 
increased by the introduction into the Ruhr of American min- 
ing machinery. After taking expert advice we have reached the 
conclusion that, having regard to the natural conditions in the 
Ruhr coal field, the methods so successfully employed in the 
mining of coal in the United States are not immediately ap- 
plicable. However, great advantage might be derived from 
American technical experience and advice when further de- 
velopment is justified on the basis of available funds, labor 
and materials; and we feel that consideration should be given 
at an early date to an expert engineering study of the Ruhr 
mines by representatives of the American coal industry. 


Mine Workers’ Housing 


We have considered the current two-year program for im- 
proving miners’ housing and find ourselves in general agree- 
ment with it. We are, however, concerned about the difficulty 
in the way of its execution which has arisen as a result of in- 
ternal budgetary considerations. We recommend that ways 
and means be found to solve this problem. 

Special considerations relating to coal mining and mine 
development seem to us to call for a greater voice by the 
industry in the housing of its employes than is normal in 
other industries. This has been recognized in the past and is 
evidenced by the fact that about 80 per cent of the miners’ 
houses are mine property. 

We recommend that the U. S./U. K. Control Group in con- 
sultation with the German Coal Management and the compe- 
tent Land authorities take the requisite action and work 
out whatever organizational adjustments are necessary to in- 
sure that the detail programing of miners’ housing and the 
provision and suballocation of materials are carried out in a 
manner to implement fully the two-year program. 


Mine Workers’ Incentives 


We are of the opinion that the question of inducing workers 
in Germany to produce to their maximum capacity will not be 
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fully solved until their efforts can be rewarded by payment 
in currency of more stable value with reasonable access to 
the goods of which they are in need. 

The miner, on whose efforts the recovery of the whole 
country primarily depends, has been given special recognition. 
The privileges extended to him which are tied partly to good 
attendance and partly to good production, have undoubtedly 
led to a higher coal output, and we are in agreement with 
them. But we consider that any further extension of them 
must be examined with the greatest care and in the light of 
the need to expand the remainder of German industry. 


Wages and Social Security 


We have examined the scale of miners’ wages and are of 
the opinion that they are adequate in relation to those of 
other industries. At the end of 1946 they were raised by 20 
per cent, and the mining employment is now amongst the 
highest paid in the bi-zonal area. We are similarly of the 
opinion that the social security of the miner is better pre- 
served by his insurance benefits than that of any other 
worker. 


Labor Recruiting 


The coal mining industry has enjoyed an overriding priority 
over the demands for labor from all other industries. The labor 
force, including surface as well as underground labor, has 
increased from about 132,000 in July 1945 to about 320,000 
in June of this year. Recruitment is now on an entirely volun- 
tary basis and is exceeding wastage by about 1000 men a 
week. It is probable that recruits are almost all attracted by 
the incentive schemes and privileges which the miner enjoys 
over the remainder of the community. We consider that the 
present rate of intake is as high as existing facilities will 
currently accommodate. 

As other industries develop, there may be a considerable 
shortage of labor between the ages of 18 and 40 because 
German manpower has been seriously depleted by war. Up 
to now a large part of the mining labor force has been 
recruited from land North-Rhone-Westphalia which contains 
the industrial heart of Germany. It is important that the 
preference the coal mines enjoy should not unduly drain the 
remainder of industry of the manpower it requires. We, there- 
fore, regard it as essential that recruitment for the mines 
should continue effectively over the whole of the bi-zonal area. 
This will also have the effect of impressing on the entire popu- 
lation the vital necessity for increased coal production. 


Labor Relations and Collective Bargaining 


We have examined the relationship between management 
and labor through the media of the Miners Trade Union, 
Works Councils and Joint Production Committees. We have no 
specific recommendation to make in this field other than 
to point to the necessity for financial reform without which 
the present wage ceiling cannot be lifted and the normal pro- 
cess of collective bargaining between the trade union and the 
management resumed. 


Transportation 


We are concerned about the inability of the transport system 
in the bi-zonal area to lift all the coal which is now available 
for use and it appears to us that all the efforts which have 
been made and the measures now proposed to raise coal 
production will be of no avail if the transport capacity is not 
raised simultaneously. 

The needs of German transport in the bi-zonal area have 
been set out in a paper for the Paris conference. which was 
prepared by the British zone commander with the approval of 
his U.S. colleague. From a study of this paper, the immediate 
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GLEANERS IN THE RUHR: The experts found a direct relation between food intake and mine output 


needs of the railways appear to us to be beyond the present 
world availability particularly in railway rolling stock, of 
which there is a dearth in every country. The only immediate 
short-term solution would appear therefore to lie in the 
greater use of road and water transport. 

It appears to us essential that a detailed study of the trans- 
port problem in the bi-zonal area should be undertaken im- 
mediately because if a solution is not found very quickly the 
attempts to raise coal production which are now showing 
some results will become abortive. The success which has 
attended the Berlin Coal Production Committee suggests 
similar treatment of the transport problem. Recently the two 
zone commanders have set up a committee to accelerate the 
rehabilitation of transport and we heartily endorse this action. 

With regard to the particular problem of coal, we are 
agreed that as a first step special measures must be taken to 
provide rolling stock to move the coal arising from increased 
production. 

We therefore strongly recommend the following emergency 
measures: 

a. The highest practicable priority should be given to the 
supply of steel and other materials necessary for the repair 
of the transport required to move coal. 

b. Increased use of short haul truck (road) transport to 
relieve the burden on rail. In March, as an emergency measure, 
223,000 tons of coal a week were moved by truck (road). 
Recently less than 50 per cent of this weekly tonnage was 
being moved by truck (road). The seriousness of the situation 
seems to us to warrant the maximum use of truck (road) 
transport. 

c. Increased use of water facilities by completing ne- 
gotiations with the Low Countries for use of their ports, 
barges and tugs, to relieve rail facilities from Bremen and 
Hamburg. 

d. Renewal of negotiations with neighboring European 
countries, particularly Czechoslovakia and Belgium, for repair 
of immobile rolling stock now in Germany. 





Financial Position of Mines 


We have considered the question of the internal price of 
coal and feel that the present position under which cost of pro- 
duction exceeds the selling price by as much as 16 Reichs- 
marks per ton is very unsatisfactory. We realise that as 
output increases production costs will fall and the deficit 
per ton will gradually be reduced. We recognize the ob- 
jections to an increase in the price of coal alone, but feel 
that if no general adjustment in the internal price struc- 
ture is at present possible some immediate increase in coal 
prices should be given serious consideration. Without this 
it will be impossible to establish healthy financial conditions 
in the industry. 


Utilization of Resources for Production 


It is recognized that breaking the bottleneck of coal pro- 
duction, which is necessary if Germany is to play its role 
in European economic recovery, is dependent on improved 
food supply gnd the development of the basic industries on 
which coal production depends, such as transportation, iron 
and steel and electric power. It is therefore essential that the 
allocation of the limited resources available to Germany should 
take full account of this. There should be full realization of 
this need by military government and by German authorities 
at all levels. The latter should be invested with the necessary 
authority and held responsible for ensuring that the require- 
ments which can and must be satisfied from the German 
economy are duly met, as the financial resources available 
will severely limit imports. 

While recognizing the desirability of encouraging German 
responsibility for administration, we should insist that the 
German people and the German authorities adopt and imple- 
ment all necessary measures of economy and self-help to 
achieve the program for increasing the availability of coal 
for Germany and for Western Europe. 
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Gift or Credit Basis 
For Marshall Plan? 


The thing being debated by key 
men of the U.S. State Department 
right now is whether aid to Europe 
under the Marshall Plan should be of- 
fered as a gift or loan. One view is 
that consumer goods, such as coal and 
food, be given away, whereas ma- 
chinery and other capital goods 
would be sent out on a credit basis. 


o 0 °O 


Russia is hurrying the build-up of 
her part of Europe as an offset to 
American aid for recovery in the 
West. For example, since Secretary 
of State Marshall first suggested his 
plan for European recovery, the Rus- 
sians have been sending industrial 
equipment into Austria to strengthen 
the Soviet zone of that country. 
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American advisers in Europe have 
been careful not to get too insistent 
in their advice on Europe's recovery 
plans. But they make it clear that, in 
the long run, the U.S. wants a cus- 
toms union in Europe. The idea is 
that continental tariffs would be cut 
on a percentage basis to soften the 
impact on individual countries. 
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Some British experts feel that coun- 
try will be lucky now if it digs 190 
million tons of coal this year. The 
target is 200 million. Strikes in the 
mines will get the blame if produc- 
tion slips further. The Labor Govern- 
ment still hopes to have some coal for 
export next year. 
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When the U.S. works out a short- 
term emergency program to meet Eu- 
rope’s immediate needs in advance of 
the Marshall Plan, it will not be pre- 
sented in one big package. Interim 
aid will be handled on a country-by- 
country basis. Typical is the idea of 
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Pressure for Cuts 
In European Tariffs 


helping Britain by taking over a part 
of that country’s financial burden in 
occupied Germany. 
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Suspicion is being voiced that the 
defense in the trial of I.G. Farben 
executives in Germany is stalling the 
case deliberately. It is suggested that 
the strategy is to draw the case out 
past December 31. After that date no 
U. S. funds will be available to prose- 
cute the German industrialists. 
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Despite obvious anxiety over re- 
covery in Western Europe, the U. S. 
still regards Greece as the No. 1 dan- 
ger spot. Top officials do not hesitate 
to talk, privately, of the possibility of 
a “blowup” in Greece coming soon. 
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The U.S. planned thoroughly and 
carefully for the second meeting of 
the United Nations General Assembly. 
Long before the opening date, Wash- 
ington was ready with its strategy on 
all but two major issues. Final deci- 
sions on what to do about Greece and 
Palestine are kept open for last- 
minute developments. 
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The Russian zone of Germany made 
a highly successful bid for German 
tourists this year. Travelers from the 
other zones came home praising the 
efficiency of the transportation system 
in the Soviet territory. Also, they en- 
countered very little red tape in get- 
ting travel permission. 
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Increasingly, Germans are saying 
among themselves that the Americans 


Russia’s Campaign 
To Counter U.S. Aid 


plan to end their occupation of Berlin 
after the next meeting of the foreign 
ministers in London during No- 
vember. Officials of the U.S. and 
Britain are discounting such a possi- 
bility, since it would leave the Ger- 
man capital to the Russians. But the 
talk persists. A number of Germans 
with property in the Western zones 
are trying to get permission to move 
out of Berlin before November. 


More and more anti-American edi- 
torials are appearing in the news- 
papers of Nationalist China. The at- 
tacks began in force after Lt. Gen. 
A.C. Wedemeyer, who made a spe- 
cial survey for President Truman, 
criticized the Nationalist Government. 
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Truth is that the Nationalist armies 
in China are much weaker now than 
they were three months ago when 
Generalissimo Chiang Kai-shek an- 
nounced that he could defeat the 
Communists by September of this 
year. 


oo 90 


Pessimism is being expressed now 
over the outlook for the German peace 
negotiations, which will be taken up 
by the foreign ministers in London 
next November. Some diplomats in 
Washington and London see _ prac- 
tically no chance of getting the Rus- 
sians to unify their occupation zone 
with the British-American zones in 
Western Germany. 


oo 90 


Some American officials regard the 
situation in Korea as so critical that 
they are suggesting the U.S. pull its 
troops out of the country and give up 
the effort to work out a settlement 
with Russia. 
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If your business is serving America and the world with rapid communi- 
cations—radio-telephone, cable, telegraph—your company’s 
advertisement should be on this page .. . 





Because the people who read WORLD REPORT each week—more than 112,000 of them—think and act 
in terms of establishing the fastest, most direct contact with those close to world-wide trade, economic 
and political developments. Just as WORLD REPORT brings them, quickly and accurately, the over-all 
picture of events abroad and their inevitable effects on American business enterprise, they need spot re- 
ports from agents and representatives throughout the world concerning their particular commercial prob- 
lems; their instructions must have the imprint of timeliness. These people have the authority within their 
organizations to specify those communications services most applicable to their requirements. 


They are a concentrated audience for your service. 
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The only magazine of its kind — reporting, interpret- 
ing and forecasting the news of international affairs 
WORLD BUSINESS IS YOUR BUSINESS 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20, N.Y, 





ROSE GOULO HANGS BY HER HEELS — WITH NO 
OTHER SUPPORT AND NO NET— INA 
STUNT THAT MAKES EVEN VETERAN 

CIRCUS HANDS BLINK? 


hore ee 
rs ta ees 
By : 
Whe 


SHE’S 75 FEET 
UP— WITH NO 
NET BELOW.’ IT’S THE MOST 
DARING AERIAL ACT I'VE SEEN YET; 


YES, SHE FELL ONCE — 
CABLE BROKE —THIS 
_. iS HER FIRST 
7 1 APPEARANCE 


r mS 
DW IBA 


R. J. Reynolds Tobacco Company, Winston-Salem, North Carolina 
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